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Car marketing 


Cyber-dealers know 
no franchise limits 

I nf or mati on Technology, Page 21 


UN environment 
agency reforms 
hit opposition 

Spain, Britain and the US are withholding their 
1997 contributions to the United Nations Envi- 
ronment Programme after some developing 
countries subverted attempts to reform the trou- 
bled environment agency, western officials say. 
Environment ministers had been expected to 
approve the long-delayed reforms in Nairobi last 
week, but the meeting ended in acrimony after 
India, Bangladesh, and Colombia led last minute 
opposition to the plans. Page 12 

Russia raises Nato stakes: Russian 
security chief Ivan Rybkin said Moscow should 
be ready to un l e ash nuclear missiles in response 
to any attack by conventional forces. His policy 
proposal is Russia's latest hostile reaction to 
Nato's planned eastward expansion. Page 12 

TlutiTMftr quits Philips: Jan Timmer, who led 
Philips from near bankruptcy five years ago, 
quit as a non-executive director of the Dutch 
electronics group less than four months after 
han d ing over to new president Cor Boonstra. 

The company would not elaborate on Mr Tim- 
mer’s “personal" reasons for going. Page 13 

General Electric or the US has quit 
negotiations to build engines for a 375-seat air- 
craft planned by Airbus Industrie, the European 
manufacturing consortium, because of differ- 
ences over the sharing of development costs. 

Page 4 

Fannie Mae, the US Federal National 
Mortgage Association, launched the first ster- 
ling-denominated global bond, reflecting the 
pound's growing strength against other Euro- 
pean currencies. Page 13 ; Currencies. Page 23 

More Albanian protests: At least 30.000 
angry mourners poured through the Albanian 
port of Vlore behind the coffin of an anti-govern- 
ment demonstrator killed in clashes with police. 
Later more than 10.000 people gathered to pro- 
test against the government's handling of failed , 
investment schemes. 

Reuters cautious: Reuters shares fell I6p to 
626p after the financial information and media 
group issue a cautious outlook on trading. Pre- 
tax profits rose 17 per cent in 1996 to £70lm 
(gl.lbn). Page 13; Lex, Page 12; London stocks, . 
Page 80 

Ericsson profits lump: The Swedish telecom 
group shrugged off price competition in its flag- 
ship mobile phones division to report a 39 per 
cent jump in fourth-quarter pre-tax profits to 
SKr3-9bn . Page 13 

Thai caMnot backs cuts: Thailand's- ■- 
cabinet approved $2bn of budget cuts over the 
next two years. The reductions are aimed at 
reversing the country’s worst economic perfor- 
mance for 10 years. Page 12 

Serbs prepare for privatisation: The 

Serbian government named businessman Milan 
Beko to head a new ministry that will begin the 
privatisation of the huge state sector. To allay 
public disquiet, prime minister Mirko Maija- 
novic said there would be a safety net to protect 
society from the effects of market reforms. 

Pigs catching up: Belgium may soon have as 
many pigs as people. Provisional data show the 
pig population grew by 270,000 to 7.4m in 1906. 
closing in on the human population of 10m. 

Space shuttle is off on Hubble mission: 







Rate 


Hue* 


The US space shuttle Discovery and its crew of 
seven blasted off on a mission to modernise the 
Hubble Space Telescope by swapping old instru- 
, ments for new. Three of the astronauts - Steven 
1; Smith (left), pilot Scott Horowitz (centre) and 
shuttle commander Ken Bowersox - are pic- 
tured on their way to the launch pad at Cape 
Canaveral in Florida. Astronauts last visited 
Hubble in 1993 to correct its blurred vision. 

FT.com: the FT web site provides online news, 
comment and analysis at http://wwwJT.com 
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Fujimori would offer aircraft to guerrillas but would pay no ransom 

free Lima 


By Stephen Fidler In London 
and Sally Bowen in Lima 

President Alberto Fujimori of 
Peru said yesterday he was 
ready to put an aircraft at the 
disposal of the guerrilla group 
holding 72 hostages at the Jap- 
anese ambassador's residence 
in Lima - but that he would 
pay no ransom. 

Preliminary talks with mem- 
bers of the Tupac Amaru Revo- 
lutionary Movement (MRTA) 
were due to start yesterday in 
Lima amid tight security. 

Speaking in London, where 
he was attending a Latin 
American trade and invest- 
ment conference, Mr Fujimori 
said the final objective was to 
find a formula to allow the 
hostage-takers to save face. 

He reiterated his position 
that the guerrillas' main 
demand - the release of col- 
leagues jailed In Peru - was 
not negotiable. 

He said he had. found no gov- 
ernment yet to accept the 
guerrillas, who stormed the 
residence at a cocktail party 
on December 17, initially tak- 
ing more than 400 hostages. 


Mr Fujimori agreed there 
were similarities between the 
Lima incident and the assault 
in 1980 by guerrillas from the 
Colombian group. M-19, on the 
embassy of the Dominican 
Republic in Bogota. “Both 
groups were after money, " he 
said. 

The M-19 incident ended 
peacefully after 61 days when 
the guerrillas were provided 
with an aircraft, in which they 
flew with some hostages to 
Cuba, and at least ?2m. Mr 
Fujimori said, however, he was 
not disposed to pay a ransom. 
“$2m would build eight 
schools,” he said. 

Mr Fujimori said he had not 
yet contacted Cuba about the 
hostages, but reminded jour- 
nalists that President Fidel 
Castro of Cuba was M a per- 
sonal friend". 

Mr Fujimori said bis 
approach to the crisis would 
have been exactly the same 
had the incident occurred on 
Peruvian soil instead of in the 
Japanese ambassador's resi- 
dence, effectively denying sug- 
gestions that be had been 
restrained by the Japanese 



President Alberto Fujimori in London yesterday where he was attending a trade meeting Brendan con 


government from taking 
firmer action. 

Asked if he was running out 
of patience. Mr Fujimori, who 
is descended from Japanese 
immigrants, said: “I have ori- 
ental patience - except if there 
were to be victims, and that 
would be a different thin g." 

Shortly before yesterday's 
“preliminary discussions" with 
the hostage-takers were due to 


begin. Mgr Luis Cipriani, ultra- 
conservative archbishop of 
Ayacucho and confidant of Mr 
Fujimori, called for “discretion 
and responsibility” in handling 
the “highly confidential" 
encounter. Mgr Cipriani is one 
of four neutral “guarantors” 
observing the talks. 

Mr Fujimori said the care- 
fully planned attack on the 
embassy was surprising, but 


indicated no failure of Peru's 
intelligence services, since 
such incidents could take 
place anywhere in the world. 

Neither did it imply a resur- 
gence in terrorism in Peru, 
which has been subdued since 
he took office in 3990. The 
presence of their active leader 
at the residence “is an 

Continued on Page 12 


Top Italian savings bank seeks alliance 

By Paul Bans in Milan Cariplo makes formal approach to Ambroveneto SSfStaJ 


By Paul Betts in Milan 

Cariplo, Italy’s largest savings 
bank, has made a formal 
approach to Banco Ambros- 
iano Veneto, a large private- 
sector bank also based in the 
rich industrial north, about 
forging a strategic alliance. 

The proposal, if successful, 
could lead to a merger which 
would create one of the coun- 
try's largest banking groups 
with total deposits of 
L250,000bn ($153.5bn). 

Cariplo 's approach to 
Ambroveneto is part of an 
series of Intense behind-the- 
scenes manoeuvres in the Ital- 
ian banking system, driven by 
an urgent need to restructure, 
modernise, consolidate and pri- 
vatise in the face of growing 
international competition. 


Mr Giuseppe Guzzetti, the 
new chairman of the charita- 
ble foundation which controls 
Cariplo, said last week that the 
bank needed an alliance with 
another strong north Italian 
banking group, as well as a 
link with foreign institutions. 

Ambroveneto, in which the 
French group Credit Agricole 
owns a 29 per cent stake, is 
widely seen as Cariplo's pre- 
ferred partner, although Banca 
Commercials Italians Is also 
considered a possibility. 

The recent Banco dl Napoli 
takeover by Banca Nazionale 
del Lavoro and the ENA Insur- 
ance group has also changed 
the basis of existing ties 
between Italian banks and 


insurance companies. Cariplo 
has made clear it is reviewing 
its stakes in both DMA and the 
IMI medium-term hank in the 
light of the changes in the 
shareholding structures of Ital- 
ian banking institutions. 

The Milan-based savings 
bank also emphasised it 
wanted to strengthen Its pres- 
ence in the north after the 
losses it has Incurred in 
southern Italy. The restructur- 
ing and write-downs of its 
southern operations are expec- 
ted to lead to a sharp £all in 
Cariplo’s net profits for 1996. 
These are expected to amount 
to barely LSbn, compared with 
L341bn in 1995. 

Although the savings bank 


wants to be privatised this 
year, Mr Guzzetti, a former 
Christian Democrat president 
of the Lombardy region, said 
he favoured privatisation ini- 
tially through a strategic alli- 
ance rather than a stock mar- 
ket flotation. A first attempt to 
float Cariplo was abandoned in 
1994 because of poor market 
conditions. 

Cariplo's approach to priva- 
tisation reflects the current 


difficulty of most Italian 
banks, whose low return on 
equity makes them unattrac- 
tive sell-off candidates. 

The banks are also reluctant 
to abandon old ways of doing 
business and are therefore 
seeking affiances with friendly 
partners before considering 
going to the open market 
Most bankers now expect the 
pace of privatisation to speed 
up after languishing for the 
past four years. 

Treasury urged. Page 3 


Sterling 
continues 
rise at 
expense of 
D-Mark 


By Richard Adams, 

Steve Thompson 
and Graham Bowtey 

Sterling continued its 
powerful rise on foreign 
exchange markets yesterday, 
touching a 52-month high 
against the D-Mark. 

At DM2.7460, up 4.02 pfen- 
nigs, it was within 2J2. pfen- 
nigs of its 1992 exchange rate 
mechanism “floor”. The pound 
was withdrawn from the ESM 
on September lfi, 1992. when 
ft fell well below its floor 
level. 

Sterling’s gain yesterday 
came largely at the expense of 
the D-Mark, following last 
week’s news of record German 
post-war unemployment 

Currency traders in London 
forecast no respite in the short 
term. They said sterling could 
go as high as DM2.80. 

Against the US dollar, 
which also gained against the 
yen and the D-Mark, sterling 
rose by almost one cent, to 
$1.6424. 

Dealers reported heavy bay- 
ing from international inves- 
tors, notably from Swiss and 
US funds. Mr Don Smith, an 
economist at HSBC Markets in 
London, said: “A strong econ- 
omy equals a strong currency. 
Compared to the German and 
Japanese economies, the UK 
and the US- look eery 
attractive." 

The pound's strength will 
give further cause for Mr Ken- 
neth Clarke, the UK finance 
minister, to resist calls from 
i the Bank of England for a rise 
in interest rates. 

Mr Howard Davies, deputy 
governor of the Bank of 
England, yesterday hinted 
that the Bank would repeat Its 
call for a rise In rates, but 
played down its differences 
with Mr Clarke. 

"We have been talking 
about a quarter per cent In the 
short-term, with perhaps a lit- 
tle more later in the year," he 
said. 

Three UK companies yester- 
day told investors that ster- 
ling's rise was eating into 

Continued on Page 12 
Fannie Mae bond boosts 
Sterling, Page 13 


Unilever seeks $8bn from 
speciality chemicals sale 



GENEVE 


By Roderick Oram 
in London and Gordon Cramb 
in Rotterdam 

Unilever put its speciality 
chemicals businesses up for 
sale yesterday, intending to 
deploy the £5bn-£6tra ($&2bn- 
$9.Sbn) of proceeds to bolster 
its global activities in food and 
personal products. 

The most radical realign- 
ment of the Anglo-Dutch com- 
pany in its 67-year history was 
well received by investors frus- 
trated by the group's sluggish 
growth in recent years. The 
shares closed ahead about 5 
per cent, up 78‘/*p at 3,471Vip in 
London and F117.9 at FI 331.3 
in Amsterdam. 

"Now there is no place for 
people to hide,” said Mr Nlall 
FitzGerald, chairman of the 
UK arm of Unilever. "Now 
there will be clear understand- 
ing of what this company is 
about" 

'Hie surprise announcement 
triggered a flood of rumours 
about potential buyers of the 
chemicals business and targets 
Unilever might hunt in con- 


sumer goods. Adding debt to 
the cash proceeds of the sale, 
the group could have up to 
£LQbn to spend, analysts esti- 
mated. 

Unilever’s speciality chemi- 
cals portfolio Includes 
National Starch, the world’s 
leading industrial adhesives 
maker, Quest, a leading fra- 
grance and food ingredient 
supplier, Unichema, the world 
leader in oleochemicals, and 
Crosfleld, an inorganic chemi- 
cals producer. 

Many of the world’s biggest 
chemical companies are expec- 
ted to be among bidders for 
one or all of them. 

Speciality chemicals Is one 
of Unilever’s best businesses, 
last year accounting for about 
13 per cent of its profits and 
generating an operating mar- 
gin of 34.1 per cent, Mr Morris 
Tabaksblat, chairman of Uni- 
lever's Dutch arm, said. 

But the badness was capital- 
intensive, and “when we 
brought it under our banner 
in the 1970s we thought 
there would be greater cross- 
linkages” with tiie consumer 


products side, Mr Tabaksblat 
explained. Only a small 
minority of sales are to Uni- 
lever. 

Unilever decided it had to 
double Its scale in the sector at 
a time of “frantic” rationalisa- 
tion in the industry or quit. It 
expected to get a better price 
now rather than wait until 
rationalisation had run its 
course. 

Potential investment targets 
for Unilever include some of 
the biggest and most success- 
ful names in food such as 
Heinz, Campbell's Soup and 
CPC, analysts said. 

All of then have the hall- 
mark Unilever is seeking: food 
products to sell in rapidly 
developing markets in central 
and eastern Europe, Asia and 
Latin America. 

“The trick is to get both 
sides of the bargain right," 
said Mr David Lang, an ana- 
lyst with Henderson Cros- 
thwaite. 

Double trouble takes shine off 
Unilever, Page 20, 
Lex, Page 12 
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Public sector lender points to brake on investment in spite of lower interest rates EUROPEAraJBj^jGECT 


French local authorities to cut debt 


By Andrew Jack in Paris 

French local authorities plan to 
reduce their debt in real terms this 
year, helping to cut the country’s 
budget deficit and boosting efforts 
to qualify for the proposed Euro- 
pean single currency, a leading 
lender to the public sector said yes- 
terday. 

Mr Pierre Ri char d, chairman of 
Credit Local de France, which 
recently merged with its Belgian 
counterpart to form the group 
Dexia, said debt levels were falling 
in spite of lower interest rates and 
the considerable potential to 
launch new investment projects. 


Jh Credit Local's annual analysis, 
Mr Richard said local authorities 
would add just FFTlObn (tlJJbn) to 
their debt levels; they could, how- 
ever, borrow up to an additional 
FFr25bn without jeopardising 
France's ability to meet the Maas- 
tricht criterion for monetary union 
whereby the government's budget 
deficit must be no more than 3 per 
cent of gross domestic product 
Aggregate operating receipts by 
local authorities will rise 3 per cent 
to FFr647bn this year, while 
resources from investment includ- 
ing state grants and borrowings 
will remain almost unchanged 
from last year at FFrllStm. 


Management costs will rise by 4 
per cent to FFr444bn, while reim- 
bursements of existing debt will 
increase 9 per cent to FFrS3bn and 
debt servicing charges will fall by 
nearly 8 per cent to FFr51bn. 

The figures cover the budgets of 
France's 130,000 communes, depart- 
ments, regions and other political 
institutions and related organisa- 
tions, which have played a growing 
role in the national economy over 
the past few years after reforms 
designed to decentralise power 
from Paris. 

Mr Richard warned that local 
authorities were “committing a 
strategic error” by turning to 


increased taxation rather than 
seeking outside finance for invest- 
ment projects. 

Overall, local taxes during the 
year will rise by 7 per cent, above 
the pace of growth of the economy 
for the seventh year running. Mr 
Richard said this risked triggering 
increased frustration from compa- 
nies aud households. 

He said that the brake on invest- 
ment was largely the result of 
political, administrative and "even 
psychological” factors rather than 
any financial handicap, notably 
given the reduction in the past few 
months of interest rates. 

He argued that economic growth 


would be around 2 per cent over 
the year. 

• Mr Louis Gallois, head of the 
French state-owned SNCF rail com- 
pany, said yesterday he expected 
the organisation to make a 1997 
loss of FFr2bn, rather than 
FFrlSbn as expected before the 
government’s rail reforms were 
cleared by parliament, writes 
David Owen in Paris. 

Under the reforms, the govern- 
ment is to take over FFrl34bn of 
the company's debts and future 
responsibility for rail infrastruc- 
ture. Mr Gallois compared the 
transfer to a lead weight that had 
been lifted. 


Serbia 
passes law 
conceding 
opposition 
victories 

By Guy Dbimora in Belgrade 

Serbia's Socialist-dominated 
parliament last night passed 
a law reinstating opposition 
victories in local elections 
after more than 11 weeks of 
anti-government demonstra- 
tions. 

The pro-democracy coali- 
tion Zajedno (Together) boy- 
cotted the session, while the 
ultra-nationalist Serbian 
Radical party tried to delay 
the law’s passage, arguing it 
was unconstitutional. How- 
ever. the law was pushed 
through by the large coali- 
tion dominated by President 
Slobodan Milosevic’s Social- 
ists. 

Analysts said mass pro- 
tests across Serbia, com- 
bined with Internationa] and 
financial pressures, had 
forced Mr Milosevic to 
reverse his annulm ent of 
opposition victories. 

The law was introduced in 
acceptance of a report by the 
Organisation for Security 
and Co-operation in Europe, 
which said Zajedno had won 
majorities on November 17 
last year in 14 cities, includ- 
ing the capital, as well as 
eight Belgrade municipali- 
ties. A parliamentary com- 
mittee rejected an amend- 
ment by the opposition 
claiming victory in two addi- 
tional municipalities. 

Parliament also ratified a 
government reshuffle which 
included establishing a min- 
istry for economic restruct- 
uring to deal with privatisa- 
tion. 

A new information minis- 
ter. Mrs Radmila Milenti- 
jevic, was also appointed - 
control of the media is 
expected to be the next bat- 
tleground between Mr Milos- 
evic and the opposition 
ahead of parliamentary and 
presidential elections due i 
before the end of the year. s 

Mrs Vesna Pesic, head of ; 
the opposition Civic Alii- 1 
ance, said Zajedno would I 
call off its daily protests only 
after the law came into 
effect and city councils were | 
in their hands; this process 
could take over a week. 

Zajedno would still hold 
demonstrations to press its 
other demands, including an 
end to censorship over state 
media, Mrs Pesic said. 

Political sources said Mr 
Milosevic, Serbia's strong- 
man for nearly 10 years, had 
been weakened over the past 
three months. “Mr Milosevic 
is losing his supporters,” 
said Mr Marko Nicovic. a 
senior official in the Yugo- 
slav United Left (YUL), part 
of the ruling coalition. Mr 
Nicovic said he expected a 
faction in the centre of the 
Socialist party to break 
away and said he intended 
to quit YUL. 
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Boost for Spam’s Emu target hopes 


By David White in Madrid 

Spam's hopes of meeting the 
two most crucial qualifica- 
tion targets for the European 
single currency were boasted 
yesterday by a report from 
Independent forecasters. 

However, its predictions 
leave Spain close to the bor- 
derline on both counts. Infla- 
tion is expected to fall just 
within the target range, and 
the public-sector deficit to 
end the year fractionally 
above the 3 per cent of gross 
domestic product set as the 
objective for the euro's 
launch in 1999. 


In their half-yearly report, 
the group of seven experts 
forecast that inflation, mea- 
sured year-on-year, would 
fall to 2.6 per cent in Decem- 
ber compared with 3.2 per 
cent at the end of 1996. Aver- 
age inflation should come 
down to 2.7 per cent, they 
said, compared with 3.6 per 
cent last year. 

This would be narrowly 
within the 2J3 per cent rate 
which they reckoned would 
be the qualifying limit - a 
1.5 point margin over the 
average of the EU's best 
three performers. But they 
warned that Spain could 


miss the target if there were 
strong upward pressure on 


They forecast that the pub- 
lic-sector deficit would fall to 
3.1 per cent of GDP, describ- 
ing this figure as “a de facto 
fulfilment of the conver- 
gence criteria”. 

The centre-right govern- 
ment claims it succeeded in 
keeping last year's deficit as 
planned to 4.4 per cent of 
GDP, compared with a 
revised figure or 6.6 per cent 
for 1995. This was in spite of 
an estimated Ptal40bn 
(*990m) overrun in last 
year’s social security deficit. 


offset by a lower than expec- 
ted shortfall in the central 
government budget 

The panel said the budget 
performance was signifi- 
cantly helped by f alling 
interest rates, which pro- 
duced savings equivalent to 
0.6 per cent of GDP. 

The government is count- 
ing on a lenient application 
of monetary union condi- 
tions for public debt. Spain’s 
debt stood at 69.3 per cent of 
GDP at the end of last year, 
compared with a planned 
level of 67.5 per cent and 
well above the Emu target of 
60 per cent but is expected 



Coaches outside Prague's Hlavni Station bear witness to a growing preference for alternatives to rail travel g™*** w m* 

Czech rail peace merely 
papers over the cracks 

Job and track cuts are still unresolved, writes Vincent Boland 


T he compromise that 
ended a damaging 
Czech rail strike at 
the weekend has papered 
over the cracks increasingly 
evident in the social consen- 
sus that marked the coun- 
try’s economic transition. 

But the central issue of 
the dispute - job cuts and 
line closures in return for 
fresh investment and a plan 
for the future - has not been 
resolved. Jt is likely that the 
threat of disruption will con- 
tinue. putting a continuing 
strain on that consensus. 

One feature of the Czech 
transition to a market econ- 
omy has been the low level 
of industrial unrest but that 
is partly because restructur- 
ing of state-run monopolies 
has not been addressed. 

Some utilities such as 
water, heating and energy 
have been broken up and 
partly privatised, and 
restructuring Ss being car- 
ried out with varying 
degrees of success under 
market pressures. Early job 
losses in these areas were 
absorbed partly in the ser- 
vice sector. 

But attempts to privatise 
parts of the extensive rail 
network have not been suc- 
cessful. Officials at the 
transport ministry and 
Czech Railways say they 
have watched the UK’s 
experiment in railway priva- 
tisation with interest but 
such a solution would be 
politically unacceptable. 

Whatever its fixture owner- 
ship, observers agree that 
the cost of restructuring 
Czech Railways, the coun- 
try’s biggest employer with 
101,000 workers, will be 


Czech railways 


Passengers ; Losses (Kojbn) 

(m) Passenger sendees 

250 ; ~~ 12.“*- -- 


B 



1883 94 98 I 

Source: Crocft FWhmys' 


1983 94 95 SB 


higher than reshaping other 
public services such as edu- 
cation and health, where 
sporadic industrial action is 
also taking place. 

The strike has focused 
attention on the poor finan- 
cial state of C 2 £ch Railways. 
Passenger numbers fell from 
242m in 1993 to 21 9m last 
year as more people trav- 
elled by car. pushing losses 
up from KcT.lbn ($254. 4m) to 
an estimated Kdl^bn before 
subsidies, which were cut 
from Kctibn to Kc5bn. 

Meanwhile, the state of 
trains and tracks has been 
deteriorating; workers claim 
safety is being compromised. 
One striker returning to 
work at the weekend 
claimed that spare parts to 
repair busy routes have to 
be taken from under- used 
tracks, such is the lack of 
investment in the network. 

The company's freight 
operations were profitable in 
1995 after some years of 
losses, though hopes of stay- 


ing in the black this year 
may have be dashed by the 
strike. Czech Railways might 
be forced to compensate cus- 
tomers - especially the min- 
ing. steel and chemical 
industries - that rely on rail 
transport, for losses incurred 
during the stoppage. 

The fixture of the rail net- 
work was given a thorough 
airing during the strike, 
though the gap between the 
government and manage- 
ment on one side and the 
unions on the other 
remained wide, despite the 
public handshakes that 
accompanied the ending of 
the dispute. What clinched 
the settlement was a pledge 
that officials would develop 
a long-term “concept of 
transportation policy". 

“We were told it would be 
prepared as soon as the 
transformation of the econ- 
omy was completed," said 
Mr Jiff Kratochvfl, deputy 
head of the rail union. But, 
he added, while the economy 


had started to recover, no 
moves had been made to cre- 
ate a new policy despite 
promises made over the past 
three years. 

But it appears clear that, 
whatever the shape of the 
new policy, jobs will have to 
be cut and lines have to 
close, against opposition 
from the rail union, which is 
probably the most militant 
union in the country. 

Even some union members 
agree the network is over- 
staffed. The strike was 
sparked in part by manage- 
ment proposals to address 
this, with the possible axing 
of up to 40,000 jobs over 
three years, adding more 
than one-fifth to the present 
national unemployment 
total. 

Union leaders say thou- 
sands of jobs have been lost 
in the past few years, mainly 
through retirement and 
other voluntary means. They 
say further cuts would dam- 
age services. 

In an attempt to boost rev- 
enues, Czech Railways bas 
asked the finance ministry 
to approve a 40 per cent rise 
in fares this year. This could 
go some way to easing its 
financial problems, but 
could also deter passengers. 

Though fewer Czechs are 
choosing to travel by train, 
they are proud of their rail- 
way network, believing it to 
be on a par with Switzer- 
land, though without the 
spectacular scenery. 

However, as the events of 
the past few days have illus- 
trated. neither the Czech tax- 
payer nor the Czech travel- 
ler can really afford a 
Swiss-style rail system. 


Czech fund group probe denied 


Ely Vincent Boland in Prague 

The Czech Securities 
Bureau, the stock market’s 
regulatory body, said yester- 
day it was not currently car- 
rying out an investigation 
into PIAS, a leading asset 
management company. 

In an interview in yester- 
day’s Financial Times, Mr 


Jan Veverka, bead of the 
bureau, said an investigation 
of trading practices at PIAS 
was planned. 

The bureau yesterday 
issued a statement denying 
Czech agency reports based 
on the interview. 

“An audit within PIAS can 
take place now or at any 
time, as in any other invest- 


ment company or invest- 
ment fund. No audit is cur- 
rently under way. and an 
audit for 1996 has not yet 
been finalised and therefore 
it could not have been taken 
as grounds for any investiga- 
tion,” it said. 

The statement was issued 
In Mr Veverka’s name. He 
was abroad yesterday and 


not contactoble. In the Inter- 
view, Mr Veverka said the 
proposed investigation was 
based on “serious informa- 
tion" uncovered during the 
bureau's investigation of a 
complaint by an investor in 
an investment fund man- 
aged by PIAS - the bureau 
had found no evidence to 
back up the complaint. 


to show a downward trend 
this year. 

The panel of forecasters 
saw economic growth rising 
to 2.9 per cent this year, 
based on strong investment 
and a long-awaited recovery 
in private consumption. 
Their 1996 growth estimate 
of 22 per cent, slightly below 
government expectations, 
was in line with provisional 
figures published yesterday 
by the Bank of Spain in a 
quarterly economic report. 

The bank said growth was 
reckoned to have picked up 
in the last quarter to a year- 
on-year rate of 2.5 per cent 


Ukraine 
tries to 
sell debt 
to German 
banks 


By Matthew Kaminski 
in Kiev 

Ukraine is trying to sell 
several German commercial 
banks its rescheduled debt, 
mostly for Russian and 
Turkmen energy deliveries, 
that comes due at the end of 
March. 

The sale would alleviate 
pressure on Ukraine's for- 
eign currency reserves, 
which would otherwise be 
used to cover the first por- 
tion of the $1.4bn debt plus 
Interest payments due this 
year. 

The country's central bank 
wants to protect its reserve 
position as Kiev must for the 
time being make do without 
an International Monetary 
Fund programme or other 
fresh western credits. Slower 
than anticipated progress of 
the 1997 budget and a related 
legislative reform package 
through parliament has held 
up agreement on a new 
$Z5bn IMF loan. 

Ukrainian leaders say the 
budget, which would free the 
western aid the country 
needs to meet its financial 
obligations without printing 
money, is unlikely to be 
passed before the end of 
March. Mr Viktor Yush- 
chenko. central bank gover- 
nor, said yesterday the gov- 
ernment has discussed the 
debt sale - which would 
involve up to $350m - with 
Deutsche Bank and others 
he would not name. 

The attraction for the Ger- 
man banks, which play an 
active role In the former 
USSR, would be buying 
state-to-state debt at a dis- 
count, giving them further 
exposure to the competitive 
Ukrainian market. 

Continuing economic sta- 
bility In Ukraine has 
attracted considerable west- 
ern capital, which accounts 
for roughly a quarter of the 
outstanding debt of 2.1 bn 
hryvnia (Sl.lbn) sold on the 
treasury bill market. Total 
external debt is around S9bn. 

Investors are also eager for 
the $1.-1 bn in bonds issued in 
1995 to cover outstanding 
debts to Gazprom, the Rus- 
sian gas conglomerate. 
These bonds are not yet 
available on the secondary 
market. 

An IMF official welcomed 
the moves to diversify the 
debt portfolio by bringing In 
private banks, whose 
involvement reflects recent 
confidence in the Kiev gov- 
ernment's economic policy. 

Mr Yushchenko, who was 
reconfirmed for a second 
four-year term in office last 
week, said his inflation tar- 
get for 1997 was 25 per cent 
compared with 33 per cent 
last year. But analysis say 
the absence of an IMF pro- 
gramme could soon test the 
central bank's low inflation 
and stable hryvnia policies. 
The bank has already inter- 
vened heavily on the cur- 
rency exchange market dip- 
ping into 3bn hryvnia in 
foreign reserves. 


Setback for 
Slovak PM 

The Slovak government of Prime Minister Vladimir 
and potentially destabilise 
setback yesterday when parliament failed to pass a law 
toScrittosaid would have imposed severe resmetions 
on freedom of speech and opposition political activities. 

The law was a watered-down verrion of an eax-hef 
measure on “protection of the republic fr****^ 
Micbal Kovac refused to sign mto law and return^ for 
amendment The measure garnered 69 votes, hut 72 votes 

were needed for it to be passed. 

Three MPs who abstained are members of the Workers 
party a junior partner In Mr Meciaris nationalist-populist 
mmol The move, reflected growing tensions within the 
coalition over economic and privatisation policy 
torn ideological objections. The m^fure a ^chfld of 
the Slovak National party, a far-nght coalition member, 
has been heavily criticised by civil rights groupschurch 
leaders and western governments. Vincent Boland, Prague 

Rise in EU cross-border deals 

The number and value of cross-border deals within the 
European Union rose to record levels in 1996, the 
specialist publication Mergers and Acquisitions Monthly 
said yesterday in its annual review. “The EU mergers and 
acquisitions market is likely to see the prevailing high 
levels of activity continuing not only in 1997, but in the 
years beyond that,” the report said. 

US companies were the most voracious buyers last year, 
when a total of 1,994 deals touched a total value of £64.8bn 
($105.62bn). In 1995, there were 1.901 European takeovers, 

worth £56bn. 

North American companies snapped up 460 European 
outfits with a combined value of £l5.7bn last year. Swiss 
companies came in second place in terms of the value of 
their cross-border acquisitions and they invested £7.6bn In 
EU companies, the specialist publication said. 

But in terms of the number of cross-border acquisitions, 
British companies were the second most active group 
behind their US counterparts. British companies 
purchased a total of 229 EU companies with a combined 
value of £aibn. British companies were by far the most 
sought after commercial property. Overseas companies 
purchased 391 British companies with a value of £23.4hn 
in 1996. AFP, London 

Michelin faces EU inquiry 

The European Commission is examining the sales 
practices of Michelin. the French tyre group, because of 
suspicions that it is abusing its dominant position in 
France and some other EU countries to impose unfair 
conditions on its dealers. 

A Commission official said the probe centred on 
Michelin’s rebate system for tyre distributors. In the early 
1980s Michelin was found guilty of applying a rebate 
system for dealers in the Netherlands over such long 
periods that the dealers were hindered from selling 
products from other tyre manufacturers. “We are looking 
to see whether similar practices are taking place today," 
said a Commission of fi c ial- Emma Tucker, Brussels 

Albanian emergency urged 

The Albanian government yesterday asked parliament to 
impose a state of emergency in the southern Albanian 
town of Vlore. where three people have died in a week of 
anti-government rioting. 

Violence flared again yesterday as 30,000 people 
attended the funeral of a man killed on Monday in the 
worst unrest to affect Albania in the wave of protests 
sparked by the collapse of get-quick-rich pyramid 
investment schemes. An angry crowd set fire to the local 
headquarters of the r uling Democratic Party in a 
working-class district of Vlore. 

“The situation in Vlore is extraordinary. It calls for 
extraordinary measures." Prime Minister Alexander 
Meski said on national radio. 

Many people accuse the government of collusion with 
those who ran the fraudulent funds or of failing to act in 
time to control the schemes. The government has denied 
the allegation and accused the opposition of fanning 
unrest. AFP, Vlore 

Further killing blamed on Eta 

A businessman was shot dead during a street carnival in 
the Basque town of Tolosa yesterday, the third killing 
blamed by the government ou Eta separatists in two days. 
This week's murders in different parts of the country 
present the biggest terrorist challenge to Spain’s 
centre-right government since it took office nine mon ths 
ago. Basque terrorism has now claimed five deaths since 
the begi nn i n g of the year, as many as in the whole of 
1996. 

Mr Jaime Mayor Oreja. the interior minister, said that 
the resurgence of attacks would not alter the 
government's policy, reaffirming its stance against • 
opening talks with Eta. "They will obtain nothing, never,” 
he said. David White, Madrid 

German wholesale sales fall 

German wholesale sales in December fell a real 3 per cent 
and were a nominal 2 per cent lower than a year earlier, 
according to the Federal Statistics Office, in 1996, 
wholesale sales were a real 1 per cent and a nominal 2 per 
cent lower than in the previous year, in the consumer and 
durable goods industry, December wholesale sales were 6 
per cent lower than a year earlier in both real and 
nominal terms. AFX. Wiesbaden 

ECONOMIC WATCH 

Swiss watch downturn ends 


iwt, • The two-year downturn in 

art*, watch exports ^ watc J 

SFr bn Switzerland, the world's 

e - biggest producer of clocks 

\ and watches, appears to 

/ V have ended. Exports by 

7 watchmakers, which had 

• ' *• fallen by 4.7 per cent in the 

/ first half of 1996, rose by 6 

6 : — -t - — -- — : — — — per cent in the final 

/ , -• Quarter of the year. 

/ • - ' according to figures fr o m 

5, — - / — ^ the Federation of the Swiss 

■ ‘ ■■ • Watch Industry. As a 

. - • result, exports for the full 

4 1 — i — , i-.. l I I I . i i i , i .j year fell by only L6 per 

1BBB 88 SQ - 82 fl* cent to SFr7.55bn ($5.24im) 
compared with, a 3.6 per . 

. „ cent decline in l995. The” 

recent decline in the value of the Swiss Franc has helped 
turn round the fortunes of a traditional industry which in 
the early 1980s seemed on the verge of extinction. Exports 
to Hong Kong, the biggest market for Swiss watches and 
watch parts, fell for the second year running; but this was 
offset by continuing strong exports to the US, the second 
biggest market, and Japan, where exports rose by 12 per 
cent, to SFr762m. ... 

^ Frederick Hassfauer.tff Bank Sal Oppenheini to - 
figures underlined the shift-a way from . 
f 801,1 wa * ches - where exports fell by 5.S per cent 
“ SFri.99bn, and towards steel watches, where exports- • - 
rose by 24.5 per cent in value, and common metal watches i 
(up 26.2 per cent). wUHam Hall, Zurich 
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NEWS: EUROPE 


TV football 
loss angers 
5m Italians 


By Robert Graham In Rome 
®id NeH Buckley in Brussels 


Pre-match fever turned to 
political polemic in Italy yes- 
terday after 5m Tfe>ii*iv» real, 
ised they would be denied 
the right to see their 
national football toam take 
on Engl a n d live in tonight's 
World Cup qualifying pm)P 
at Wembley. 

Television and radio rights 
in Italy for the mnt^h were 
awarded last December to 
Mr Vittorio Ceechi Gori’s 
Telemontecarlo (TMC) - but 
his two channels cover 
than 80 per cent of the 
national territory. 

The Italian consumers 
association has attacked 
TMC for depriving viewers 
of their national right to 
watch the Azzurri, as the 
national squad is known, 
and Mr Walter Veltroni, the 
deputy premier and sports 
minister, was obliged to try 
to broker a deal yesterday 
with Mr Cecchi Gori and Mr 
Enzo Sicdliano, the head of 
Rai, the state broadcaster. 

The Italian row comes 
amid heated debate in 
Europe over the role of pub- 
lic service television and the 
market place in bidding for 
sports rights. 

The Spanish government 
is planning draft legislation 
which would prevent compa- 
nies running “pay-per-view” 
television services from 
obtaining exclusive 
rights to broadcast football 
matches. 

The European Union is 


also attempting to put in 
place an EU-wJde legal 
framework to prevent major 
sporting events becoming 
the exclusive preserve of 

pay-TV channels. 

England fans' live view of 
the game against Italy is 
also restricted. 

Hie match is being cov- 
ered live on BSkyB'g Sports 
Channel, to which only 4m 
households subscribe, 
although many more sup- 
porters will watch the game 
on big screens in crowded 
pubs. 

Mr Cecchi Gori easily out- 
bid the Rai and Mr Silvio 
Berlusconi's three Mediaset 
channels for the television 
and radio rights for the 
match last December. 

Most of the unfortunate 
fans unable to receive TMC 
are in the southern region of 
Calabria and the islands of 
Sardinia and Sicily. 

Yesterday hectic discus- 
sions were taking place to 
find some sort of compro- 
mise. These ranged from try- 
ing to find the technical 
means to let Rai transmit to 
those areas of Italy not cov 
ered by TMC, to a deferred 
showing by Rai. 

The blame for the mess 
rests between parliament 
and Rai. Parliament has 
been unable to agree on leg- 
islation to ensure that TMC 
eqjoys nationwide coverage. 
At the same time, since los- 
ing out in its bid to continue 
covering I talian league soc- 
cer. Rai has been too proud 
to deal with Mr Cecchi Gori. 


Talks start 
on reform of 
Italian state 


By Robert Graham 


Long-delayed discussions on 
overhauling the creaking 
institutions of the Italian 
state got under way 
yesterday amid hopes that 
the national interest would 
be placed above party polk 
tics. 

Discussions will focus on 
such as issues as strengthen- 
ing the powers of the prime 
minister and his direct elec- 
tion; making the two houses 
perform separate functions 
to end the current time-wast- 
ing bi-cameralism: and the 
relationship of the judiciary 
to the legislature. 

The first session of the 
special 70-strong parliamen- 
tary commission was 
inaugurated by the chair- 
man, Mr Massimo D’Alema, 
leader of the Party of the 
Democratic Left (PDS). 

Mr D’Alema, whose party 
is the dominant partner in 
the centre-left government, 
has staked his credibility on 
pushing through reforms to 
modernise the state and 
make government work bet- 
ter in the interests of ordi- 
nary citizens. 

Reform of the 1948 consti- 
tution has been talked about 
for more than a decade; how- 
ever, all such efforts have 
foundered on a mixture of 
political inertia and in-fight- 
ing aimed at protecting 
vested interests. 

Parliament agreed last 
July to press ahead with a 
commission to draw up pro- 
posals. but it has taken six 
months or hard bargaining 
to get things started. 

Mr D'Alema observed 
pointedly yesterday: “In our 
country there is a strange 

sentiment whereby everyone 

wants reforms, but any deal 
is viewed with suspicion. L 


on the other hand, believe in 
agreements and that they 
can be reached in a transpar- 
ent way ^without. .ulterior 
motives". 

In the past two weeks, Mr 
Silvio Berlusconi, leader of 
the right-wing opposition, 
has dropped his reservations 
about the co mmiss ion. This 
has led him to endorse Mr 
D'Alema’s chairmanship and 
the two leaders have estab- 
lished an informal under- 
standing allowing them to 
work towards a common 
goal of reform. 

The understanding 
between the two has caused 
considerable friction with Mr 
Berlusconi’s main ally. Mr 
Gianfranco Fini, head of the 
right-wing National Alliance 
(AN). AN showed its wari- 
ness of the commission’s 
brief by refusing to vote for 
Mr D’Alema. 

Equally, some politicians 
in the ruling centre-left alli- 
ance have voiced concern 
over the implications of a 
cross-party deal between Mr 
D'Alema and Mr Berlusconi. 

The hardline mandsts in 
the Reconstructed Commu- 
nism (RC) party have threat- 
ened to undermine the com- 
mission if Mr D'Alema gets 
too close to Mr Berlusconi 

Underlying these concerns 
is a fear that cross-party 
co-operation on constitu- 
tional reform could lead to 
the emergence of a different 
government majority and a 
consequent change in the 
premiership. 

The commission must con- 
clude its work by the end of 
June. Mr D'Alema said yes- 
terday the first months 
would be taken up purely 
with discussions. Agree- 
ments on individual propos- 
als would only be sought in 
May and June. 


Battle for survival shifts to economy as President Maskhadov prepares to take office ._ 


Chechnya wages war on wasteland 


I n one of the few large 
auditoriums in the capi- 
tal to have survived two 
years of pummelling by the 
Russian army. Mr Aslan 
Maskhadov. former chief of 
staff of the Chechen separat- 
ist forces, will today be for- 
mally Inaugurated as presi- 
dent of the breakaway 
Chechen republic. 

AS the ago nising conflict 

between Russia and Chech- 
nya has shifted from war to 
diplomacy, the inauguration 
has become the newest 
weapon in Chechnya's drive 
to win full independence. 
But international recogni- 
tion of an independent Che- 
chnya is a development the 
Kremlin, humiliated by its 
military defeat at the hands 
of Chechen guerrillas, is 
determined to thwart so far 
with success. 

No official foreign govern- 
ment delegations are expec- 
ted to attend Mr Maskha- 
dov’s inauguration, although 
some of the Kremlin's most 
troublesome bates noire s. 
including Mr Alexander 
Lebed, wifi be there. 

The failure to attract offi- 
cial foreign visitors is likely 
to be a disappointment for 
the Chechens but, in their 
effort to build an Indepen- 
dent state, the biggest stick- 
ing point is likely to be the 
economy, not diplomacy. . 

The two-year war with 
Russia has transformed Che- 
chnya into the sort of post- 
industrial wasteland nor- 
mally encountered only in 
science fiction movies. The 
relics of a modem, twentieth 
century society are there: 
high-rise apartment build- 
ings with plumbing, electric- 
ity, television sets and video- 
recorders; a public transport 



Aslan Maskhadov (above) - inaugurated as Chechen president today, but no foreigners are likely to be there 


system; road-side petrol sta- 
tions. But most of these 
modem urban comforts have 
collapsed, leaving Chechens 
living a lifestyle of a previ- 
ous era. in the wreckage of 
the modem one. 

Thousands of residents of 
Dzhokar-Ghala. the capital 
formerly called Grozny, still 
live in high rise apartments, 
but collect unpuri.fi ed water 
from open pipes at the side 
or the road. People drive cars 
but. apart from a few traffic 
lights, the streets are dark 
and the only consistent 


source of fuel is private road- 
side vendors, who sell huge 
glass jars of lime-coloured 
petrol produced in home- 
made refineries in their 
backyards. 

Even the crippled remains 
of Chechnya's old, industrial 
infrastructure are suspended 
in this economic limbo. Mr 
Baudin Khamidov is the 
manager of Dzhokbar-Gbala 
three oil refineries. Last 
year, they refined only 
120.000 tonnes of crude oil. 
less than 10 per cent of their 
Sonet era capacity. 


They operate in a 
deformed environment 
which is a sad parody of 
Marx’s dream of a cashless 
economy. “We live today 
only because we pay for 
no thing - we do not pay for 
crude, we do not pay for 
electricity, we do not pay for 
steam, we do not pay our 
taxes, we do not pay our 
workers," Mr Kbamidov 
mournfully explains. 

In turn, the refineries are 
not paid by their customers. 
Worse yet. the refineries, 
and the pipelines leading to 


them, are the chief source of 
the crude oil refined in the 
backyards of the roadside 
entrepreneurs. “Having sto- 
len the oil from us, they can 
sell petrol and diesel more 
cheaply than we can," Mr 
Khamidov says. 

Some of Chechnya's more 
starry-eyed statesmen hope 
this frail oil industry, which 
in the 19th century attracted 
British entrepreneurs whose 
Victorian homes form one of 
Dzhokhar-Ghala's most ele- 
gant suburbs, will be the 
basis of the region's eco- 


nomic resurrection. 

The most ambitious 
scheme, batched with advice 
from Mr Adnan Khashoggi, 
the Saudi Arabian financier, 
and Mr Jacques Attali, for- 
mer president of the Euro* 
pean Bank for Reconstruc- 
tion and Development, is a 
S3bn project to build a pipe- 
line from the Caspian Sea 
region and central Asia to 
Black Sea and Mediterra- 
nean ports - all. of course, 
via Chechnya 

It is bard to see such a 
grandiose project coming off 
A more modest, but more 
plausible, source of eco- 
nomic renewal seems to be 
the unquenchable entrepre- 
neurial zeal of individual 
Chechens. 

Even in the rubble of 
Dzbokhar-Ghala, Chechens 
have set up thousands of 
small businesses, from one- 
room tea shops, to stands 
selling fresh caviar in the 
bazaar and “Chechen Aero- 
space Kommunikation”, two 
brightly lit shops offering 
satellite telephone connec- 
tions. Internet links and 
computer services 24 hours a 
day. It was businesses like 
these, and the lack of import 
barriers, which succoured 
Chechnya before the war 
with Moscow, when the 
region prospered as a de 
facto duty-free import-export 
zone on Russia's southern 
flank. 

As he assumes the presi- 
dency today, Mr Maskhadov 
will have to hope that this 
energy will enable Chechens 
to create a grassroots econ- 
omy of their own and help 
them rebuild their country 
without Russian help. 


Chrystia Freeland 
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By Robert Graham 


The Italian Treasury was 
yesterday urged to trans- 
form the ownership of the 
country’s central bank by 
bnying oat the banks and 
savings institutions which 
own 84. 5 per cent of it 
The prestigious Istituto 
Ugo La Malfa in a report on 
the country's hanking sys- 
tem said that this would 
also help reinforce the weak 
asset base of the country’s 
publicly owned banks at a 
time when privatisation was 
an increasingly central 
issue. 

Yesterday’s study esti- 
mated the notional value of 
the banking institutions' 
combined stake in the cen- 
tral bank at L38,212bn 
($2&3bn), based on the Bank 
of Italy’s 1995 balance sheet 
with nominal capital of 
L300m. reserves of L8,178bn 
and L35,503bn in funds to 
back gold reserves. 

The biggest shareholder is 
Cariplo with 10.35 per cent; 
savings banks account for 
56.24 per cent; and commer- 
cial and merchant banks 
own 28.26 per cent. The 
remainder is owned by 
insurance companies and 
Inps, the state pensions 
institute. 

In most cases the shares 
are written down as assets 
with a nominal value. But 
based on the central bank’s 
1995 balance sheet, the 
report showed, Cariplo's 
stake would be worth 
L8,750bn, close to the value 
of its curren t net assets of 
L10,453bn. The troubled 
Banco di Napoli’s share 
would be worth L2,862bn. 

The study recognised it 
would be difficult to estab- 
lish a realistic price tag on 
these shareholdings since 
the circumstances were 
unique. 


OBITUARIES 


The President of the Court of Justice of the European Communities, 

The President of the Court of First Instance of the European Communities, 

The Members and the Staff of the Court of Justice and of the Court of First Instance 


deeply regret to announce the death 
on 

6 February 1997 in Bonn (Germany) 


of 


Mr Heinrich KIRSCHNER 

Judge at the Court of First Instance 
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NEWS: INTERNATIONAL 


Fraudsters exploiting poor nations 


By Clay Hants 

Developing nations are being 
targeted by tricksters who 
want to use their sovereign 
status to cheat investors, 
according to a leading inter- 
national monitor of commer- 
cial frauds. 

Mozambique is the latest 
country to be approached by 
promoters of a non-existent 
Sovereign Nation Infrastruc- 
ture Private Sector (Snips) 
facility programme, the 
International Chamber of 
Commerce's UK-based Com- 


mercial Crime Bureau said. 

The CCB says Snips 
“promises much and delivers 
little" and poses the threat 
of bankruptcy to nations 
which issue guarantees 
under the programme. Sev- 
eral Pacific island nations 
have already fallen prey to 
the scheme. 

Snips and the similar 
“prime bank instrument” 
frauds are estimated to steal 
$10m a day, says the CCB. 

The countries are told that 
sums of $500m or more will 
be available to fund infra- 


structure projects, develop 
small businesses or repay 
long-term capital debt 

The scheme involves the 
na tion nominating banks to 
issue guarantees on its 
behalf - which promoters 
say will never be cashed - 
and pay a one-time fee of 
$50,000 to the finance pro- 
vider. The promoter tells the 
nation the guarantee will be 
used as collateral to gain 
access to loan facilities. 

Although the nation is 
told the guarantee carries no 
risk or exposure, the guaran- 


tees are sold to unwary 
investors at deep discounts 
with the apparent status of 
sovereign debt. Promoters 
sometimes get themselves 
appointed honorary consuls 
to enhance their image as 
government representatives. 

The CCB notes that guar- 
antees issued on behalf of 
Vanuatu represented five 
times its annual overseas 
earnings. The Cook Islands 
and Marshall Islands had 
succeeded in revoking guar- 
antees worth $lbn and 
SlOOm respectively, while 


Nauru was forced to settle in 
its attempt to recover $60m. 

In most cases, the CCB 
says, the language is so 
muddled and incorrect that 
the guarantees are unlikely 
to have any legal standing; it 
describes them as “worthless 
paper." It is not clear, how- 
ever, that every court would 
take this view. 

Moreover, since the guar- 
antees are typically signed 
by the head of state, a 
country’s financial reputa- 
tion and standing could 
be tarnished even if it 


escaped paying out 
Although the latest 
approach, direct to the 
Mozambican president came 
from a South African com- 
pany. the CCB says “in 
many cases the bankers and 
facility managers are the 
same - one in the US and 
the other with offices in the 
UK." The language in docu- 
ments was similar in all 
cases, the CCB said. No indi- 
cation is given as to the 
identities of individuals and 
trust funds supposedly fin- 
ancing the programme. 


Inflation threat dashes hopes 
of early cut in interest rates 

Stals warns 
on rand’s 
appreciation 


Mauritius looks for its place in the sun 

The island must reinvent itself to survive the passing of protectionism. Michela Wrong reports 

the dodo as its national [ T ‘ ■' inflation bargaining system that rewards 


H ow appropriate that Mauri- 
tius should have chosen 
the dodo as its national 
symbol A sitting target, the flight- 
less bird was exterminated by 
Dutch settlers on the Indian Ocean 
islands in the 17th century. The 
lesson was clear: adapt or die. It is 
one Mauritius has taken to heart 
With no natural resources to 
boast of, apart from its azure 
beaches, it has nonetheless turned 
itself into an economic success 
story by cannily spotting a series 
of market niches and swiftly evolv- 
ing to exploit them. 

The question for its l.lm citizens 
now is: can Mauritius continue to 
perform the same miracle of rein- 
vention, or has more than a decade 
of prosperity dulled its competitive 
instinct? 

For the niches on which Mauri- 
tius has built average per capita 
incomes of $3,400 - equal to the 
highest on mainland Africa - may 
be about to disappear. Most were 
based on market protectionism but 
that is no longer fashionable. 

The Lom6 convention, which 
gave Mauritius preferential access 
to European markets, propped up 
its sugar industry. 

An unexploited textile import 
quota with the US drew Indian and 
Chinese companies which had sat- 
urated their own national quotas 
to Mauritius's export-processing 
zone (EPZ). Local companies, tap- 
ping a well educated workforce, 
soon joined the race to supply the 
west with high-quality clothing. 

It was only in tourism that Mau- 
ritius competed openly with the 
world. 

Lome is due to be renegotiated in 
2000 and its tenets now jar with the 
free trade philosophy of the World 
Trade Organisation. Other African 
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The lesson of the Dodo, 
the Mauritian national symbol.' 
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nations, with cheaper labour costs, 
are vying for Mauritius's textile 
contracts. 

At the same time, the tourism 
industry is approaching saturation 
point, with local operators admit- 
ting the islands may not be able to 
welcome many more than last 
year's record 487,000 visitors with- 
out suffering serious environmen- 
tal damage. 

“We are trying to identify what 
is going to be the next strategic 
resource we can build on.” says Mr 
Mitrajeet Maraye, central bank 
governor. “We have to find our 
place in the sun.” 

For some, part of the answer lies 
on a hill overlooking the capital. 
Port Louis. It is there that Mauriti- 
us's Export and Development 
Authority (Media) has built Infor- 
matics Park, a hangar where for- 
eign companies specialising in 



Real GDP growth 
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information technology benefit 
from state-of-the-art telecommuni- 
cations and tax incentives. 

D&H Computer Services, a Brit- 
ish software company, was one of 
those lured by the prospect of high 
skills for relatively low wages. 
“The skills we need are very expen- 
sive in the UK. Here salaries are 
four or five times cheaper, so we 
can get new products to market 
four or five times faster," says Mr 
John Douglas, its director. 

About 80 per cent of the building 
is already occupied and Media is 
thinking of putting up a second. Mr 
Chand Bha dain, Media's head, does 
not expect the venture to replace 
an EPZ that employs 80,000 people. 
But he believes that, along with 
the creation of a free port, expan- 
sion of offshore banking, manufac- 
turing diversification and the mod- 
ernisation of the textile and sugar 
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industries, it will form part of the 
transformation of Mauritius into a 
busy hub linking Asia to Africa. 

Optimists believe that having 
established a solid international 
reputation for excellence. Mauri- 
tius can remain ahead of the pack 
even when protectionism evapo- 
rates. It should now model itself on 
Singapore, they argue, rather than 
trying to match rock bottom wages 
offered by African rivals. 

But p essimis ts warn that annual 
growth rates of over 6 per cent 
have bred exaggerated expecta- 
tions. A population used to near- 
full employment, free education, 
health care and subsidised foods 
could be in for a rude awakening. 

Businessmen know that if Mauri- 
tius is to thrive In the long term 
some tough decisions must be 
made: scaling back a welfare state 
reminiscent of pre-Thatcherite 


Britain, slashing a bloated civil ser- 
vice. abandoning a collective wage 
bargaining system that rewards 
inefficiency. 

The unease has expressed itself 
in a vigorous debate over the 
strength of the rupee. Traditionally 
allowed to depreciate gently 
against the dollar, the island's cur- 
rency last year experienced some 
dramatic Calls, a measure of the 
anxiety over the economy. 

“The current situation is untena- 
ble." said a stockbroker. “We can 
maintain the momentum for three 
to five years, but then we need to 
restructure the economy. That 
takes tremendous political cour- 
age." 

But there are few signs of the I 
required political leadership. Thir- 1 
teen months after wresting control | 
from Sir Anerood Jugnaath. Mauri - 1 
tius’ veteran leader. Dr Navin 
Ramgoolam's government stands 
accused of incompetence. 

It got off to a poor start last year 
with a finance minister who alien- 
ated the business community and 
drafted a hugely unpopular budget 
While the new finance mini ster 
and budget have been welcomed, 
the prospect looms that Mr Paul 
Berenger. the deputy prime minis- 
ter, may quit the coalition and take 
his party into the opposition. As 
political tensions simm er, private 
entrepreneurs, their order books 
full but fretting over the future, 
chafe at the lost opportunities of a 
wasted year. 

“With good planning, we could 
see per capita incomes going up to 
$10,000 (£6.100) by the year 2005," 
says one executive. “But we need 
decent management, politicians 
who know what they are doing. At 
the moment that’s missing." 


By Roger Matthews 
in Cape Town 

The sharp rise in the value 
of the rand this year 
reflected “the quite dramatic 
change" in South Africa’s 
underlying economic posi- 
tion, Mr Chris Stals, gover- 
nor of the country’s reserve 
bank, said yesterday. 

But he warned that the 
rand's appreciation could be 
excessive, and that the con- 
tinuing threat of inflation 
offered little prospect of an 
early cut in interest rates. 

“There is a lot of optimism 
that 1997 will provide a 
return to overall financial 
stability for the South Afri- 
can economy,” he said. How- 
ever, this would be against a 
backgro und of a growth rate 
likely to be lower than last 
year’s estimated 3 per cent, 
and further job losses. 

The most important turn- 
around had been in the cur- 
rent account of the balance 
of payments, said Mr Stals. 
“On a seasonally adjusted 
ann ualised basis, the deficit 
peaked at about R15bn 
($3.4bn) in the second quar- 
ter of last year, before 
declining to R8.5bn in the 
third quarter, and less than 
R5bn in the fourth quarter." 

The Rl-5bn rise in the gold 
and foreign currency 
reserves to R11.76bn during 
January confirmed how dra- 
matically the situation had 
changed. “The quite spectac- 
ular appreciation of the rand 
this year, which began to be 
seen in October, could how- 
ever be excessive, just as its 
decline last year was an 
over-reaction," be said. “But 
it is the markets winch will 
dictate its leveL” The rand, 
which has appreciated by 
nearly 9 per cent against a 
basket of currencies since 
November, eased against the 
US dollar following Mr Stals' 
remarks, to close In Johan- 
nesburg at R4.44, a fell of 
R0.03 on the day. 
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Mr Stals also stressed that 
the fight against inflation 
had to be maintained despite 
last year’s 7.4 per cent 
increase in consumer prices 
being the lowest since 1972. 

During the final quarter of 
last year the annualised rate 
had accelerated again to LL6 
per cent, and the full impact 
of the rand's earlier depreci- 
ation had still not been felt, 
he said. 

With the increase in 
money supply continuing at 
the unacceptably high level 
of 14 per cent last year, there 
was little scope for any 
relaxation of monetary pol- 
icy. 

Mr Stals wanted to see 
more evidence of a reduction 
in bank credit and money 
supply before considering a 
cut in interest rates. “It will 
be later, rather than sooner," 
he said. 

The governor repeated 
that the bank would move 
“with caution and discre- 
tion" in the advice ft gives to 
the government on the grad- 
ual removal of exchange con- 
trols. 

He complained at the 
“numerous and unreason- 
able attacks” made an the 
bank for not acting more 
decisively, but said he would 
not be deflected from a pol- 
icy “which had never 
changed". 


NEWS: WORLD TRADE 


GE pulls out of talks 
on new Airbus engines 


By NBchael Ska pinker, 
Aerospace Correspondent 

General Electric of the US 
said yesterday it had pulled 
out of negotiations to build 
engines for a 375-seat air- 
craft planned by Airbus 
Industrie, the European 
manufacturing consortium, 
because of differences over 
the sharing of development 
costs. 

GE’s two large interna- 
tional rivals. Rolls-Royce of 
the UK and Pratt & Whitney 
of the US, said they were 
ready to talk to Airbus about 
providing engines for the air- 
craft, which is designed to 
compete with the Boeing 777 
and the smaller version of 
the Boeing 747. 

The decision by GE and 
Airbus to end negotiations 
comes amid intense discus- 
sions by aircraft and engine 
manufacturers over what 
large jets airlines are likely 
to need in the 2lst century. 
Boeing last month scrapped 
plans to build a 550-passen- 
ger version of Its 400-seat 
747. saying there was insuffi- 


cient demand for the air- 
craft. 

Airbus - owned by Aeros- 
patiale of France, Daimler- 
Benz Aerospace of Germany, 
British Aerospace and Casa 
of Spain - is pushing ahead 
with plans to build two new 
aircraft One is the A3XX, a 
550-sea ter. It also plans to 
build the A 340-600, which 
would stretch its existing 
A340 model from 300 seats to 
375. Airbus says the aircraft 
sbould enter service in 2001. 

All three large engine 
makers are bidding to work 
on the A3XX. GE and Pratt 
& Whitney have joined 
forces to develop engines for 
the 550- sea ter. Rolls-Royce is 
offering variations on its 
existing engines. 

Airbus decided last year, 
however, to talk exclusively 
to GE about engines for the 
A340-600. The existing ver- 
sion of the A340 is powered 
only by CFM engines, manu- 
factured by a joint venture 
between GE and Snecma of 
France. 

Airbus and GE said they 
had agreed technical specifi- 


cations for the A 340-6 00 
engine. But they had failed 
to agree a financial package 
which would have allowed 
them to work together. 

Analysts estimate Airbus 
would be able to develop the 
aircraft for about $2bn. This 
is relatively low for a new 
aircraft development, 
because the A340-600 would 
be based on an existing 
model. GE would, however, 
have had to develop a wholly 
new engine, at an estimated 
cost of $lbn. 

Rolls-Royce said yesterday 
that it was interested in 
talking to Airbus and would 
be able to base an engine for 
the aircraft on its existing 
technology. Pratt & Whitney 
said it would have to talk to 
Airbus to determine what 
type of engine was required. 
But the US company said: 
“We are very interested in 
pursuing it." 

Airbus said it had not yet 
decided whether to talk to 
another engine maker on an 
exclusive basis or enter 
detailed discussions with 
both large manufacturers. 


All lines lead to Dublin 
for Compaq callers 


By John Murray Brawn 
In Dublin 

The dialling tone will seem 
familiar, as will the lan- 
guage on the end of the line. 
But from the end of this 
year, a call to the local rep- 
resentative of Compaq Com- 
puter in Paris or Prague or 
any of 12 European coun- 
tries. will be routed to 
Ireland and answered in the 
language of the caller. 

The deal announced yes- 
terday. in which the world's 
leading personal computer 
company is Investing $10m 
to set up a mul tiling ual pan- 
European customer support 
centre in Dublin, is just the 
latest in a string of invest- 
ments attracted to remote 
locations such as Ireland 
because of advances in tele- 
communications. 


Compaq, whose European 
operations are head- 
quartered in Munich, with a 
distribution centre in the 
Netherlands an d a manufac- 
turing base in Scotland, is 
creating 550 jobs in Ireland 
over the next three years, 60 
per cent of them for people 
speaking several languages, 
to provide a 24-hour com- 
puter care service in up to 15 
different languages. 

With little to distinguish 
the different brands of per- 
sonal computers on the mar- 
ket, Mr Ian Jackson, director 
of Compaq's UK consumer 
and retail business, says 
companies are recognising 
the key sales advantages of 
good after-care service. 

Both Dell and Gateway 
2000 of the US have already 
established similar 
operations, attracted by 


Ireland's plentiful low cost 
labour, with starting salaries 
for graduates at around 
1£10,000 (515,873). Last June, 
IBM announced plans for 750 
jobs to back up its European 
sales effort 

Ireland accounts for an 
estimated 30 per cent of the 
pan-European back office 
tele-based services compa- 
nies, employing around 3,500 
people. Ireland's Industrial 
Development Agency esti- 
mates the sector will create 
more than 5.000 jobs by 2000. 

In London yesterday Mr 
Andreas Barth, Compaq's 
general manager for Europe, 
Middle East and Africa, said 
he expected the hardware 
market in eastern Europe to 
grow by 38 per cent to $6bn 
this year, compared with a 
15 per cent growth rate in 
western Europe. 


Aircraft 
maker in 
Korean 
talks 

By Michael Skapinker 

Europe’s leading regional 
aircraft maker said yester- 
day it was talking to four 
South Korean companies 
about working together on a 
new 70-seat jet 

Aero International 
Regional (Air) - owned by 
Aerospatiale of France, Brit- 
ish Aerospace and Alenfa of 
Italy - said it was talking to 
Samsung, Daewoo, Korean 
Air and Hyundai about the 
aircraft. If agreement is 
reached, the four Korean 
companies would contribute 
to the cost of the aircraft 
and build some components. 

South Korean companies 
have been searching for sev- 
eral years for a way into the 
regional jet market Korea 
was excluded last year from 
a consortium, led by China, 
which plans to build a 100- 
seat jet Aviation Industries 
of China (Avic) and Singa- 
pore Technologies have 
agreed with Air to build a 
100 -sea ter. 

Samsung then turned its 
attention to Fokker, the 
Dutch aircraft maker which 
went bankrupt last year. 
Earlier this year, however. 
Samsung said it was no lon- 
ger interested in buying 
Fokker. The Korean com- 
pany Is believed to have 
decided the problems facing 
Fokker would be too expen- 
sive to overcome. 

Air says it wants to see 
the new 70-seater enter ser- 
vice early in the next cen- 
tury. It has short-listed two 
possible engine manufactur- 
ers: General Electric of the 
US and a joint venture 
between Pratt & Whitney of 
the US and Snecma of 
France. Air says it hopes to 
sell 600 of the aircraft and is 
already having discussions 
with airlines. 

The four Korean compa- 
nies are also interested in 
participating in the develop- 
ment of large aircraft They 
have had discussions with 
Airbus Industrie, the Euro- 
pean consortium, about par- 
ticipating in the develop- 
ment of the A3XX, a 
planned 550-seat jet 


What do you mean by free 
trade, Mexico asks Apec 


By Guy de Jonquiferes 
and Stephen Fidter 

The Asia Pacific Economic 
Co-operation forum needs to 
clarify this year its plans for 
free trade if it is to continue 
to develop. Dr Herminio 
Blanco, trade and industry 
minister of Mexico, an Apec 
member, said yesterday. 

He said the issue should 
be discussed before leaders 
of Apec's 18 members - 
which account for about half 
of world economic output 
and trade - meet in Vancou- 
ver in November. 

The talks could be diffi- 
cult, he said. “If you want to 
have a very destructive 
meeting, you say. ‘What do 
you mean by free trade?' 
That is seen as a spoiler. It 
will create lots of fights. 
Free trade for lots of coun- 
tries has a very different 
meaning,” he said. 

Australia and New Zea- 
land wanted Apec to develop 
into a free trade area, but 
other members, such as Mal- 
aysia and Japan, thought dif- 
ferently. It was also unclear 
whether Apec's free trade 



Herminio Blanco: free trade 
for lots of countries has a 
very different meaning 

plans required China to 
embrace World Trade Organ- 
isation rules,, and how 
quickly, he said. 

Apec is committed to free- 
ing all trade and investment 
in the Pacific Rim region by 
2010 in industrialised coun- 
tries and by 2020 in develop- 
ing ones. However, many 
questions remain unan- 
swered. including whether 
all tariffs would be abolished 
by those dates and how far 


liberalisation would be 
extended to non-members. 

Turning to trade agree- 
ments in the Americas. Dr 
Blanco said it was important 
for US President Bill Clinton 
to show progress in securing 
“fast track" trade negotia- 
ting authority from Congress 
before he attended a summit 
of north and south American 
leaders in Brazil in May. 

Such authority needed to 
cover Chile's accession to 
the North American Free 
Trade Agreement 

But a US mandate to push 
ahead with plans to create 
by 2005 a Free Trade Area of 
the Americas (FTAA) was 
less urgent because no nego- 
tiations were likely this 
year. 

Dr Blanco rejected sugges- 
tions by some other govern- 
ments that an FTAA, 
embracing the whole of the 
Americas, could be achieved 
through negotiations 
between Nafta and Merco- 
sur, the four-nation South 
American trade grouping. 

He said such an approach 
would be “an insult” to 
countries which were mem- 


bers of neither group. Merco- 
sur - a customs union with 
eventual pretensions to 
political union - was a dif- 
ferent body to Nafta, which 
was strictly a free trade 
area. 

The only practical 
approach was for all coun- 
tries to agree on the disci- 
plines for a hemispheric 
accord which would have to 
go beyond the World Trade 
Organisation rules - and 
then to agree on the terms of 
access. 

Dr Blanco said work was 
continuing on extending 
Mexico’s network of free 
trade agreements with other 
Latin American countries. 
Five were already in place - 
with Chile, Colombia, Vene- 
zuela. Costa Rica and 
Bolivia. 

Two others were very 
advanced: one with Nicara- 
gua and one with Honduras, 
Guatemala and El Salvador 
negotiating together. Other 
negotiations were under 
way. “We are in the process 
of negotiating with every on e 
on the continent except Mer- 
cosur,” be said. 


Eizenstat warning on 
Cuba sanctions dispute 


By Nancy Dunne 
in Washington 

No World Trade 
Organisation dispute settle- 
ment panel is competent to 
judge US national security 
and any attempt to do so 
will only inflame sentiment 
against the WTO in Con- 
gress. Mr Stuart Eizenstat, a 
senior US trade official, said 
yesterday. 

Mr Eizenstat. US com- 
merce undersecretary for 
International trade, urged a 
settlement of a European 
Union case against US Cuba 
sanctions because it could 
"incite those anti-WTO 
forces in the Congress that 
have argued, incorrectly, 
that the WTO is some threat 
to our sovereignty”. 

Mr Eizenstat was speaking 


during a joint appearance 
with Mr Hugo Paemen, the 
EU ambassador, at a confer- 
ence in Washington spon- 
sored by the Centre for Inter- 
national Policy, a liberal 
research body. 

Hie EU has been vigor- 
ously pursuing the case 
despite the US contention 
that its sanctions against 
Cuba, under the Helms- Bur- 
ton law passed last year, are 
a political dispute, not a 
trade case. The Helms-Bur- 
ton law allows Americans to 
sue foreign companies that 
use US property, such as 
mines and hotels, confis- 
cated after the Cuban revo- 
lution in 1959. President Bill 
Clinton bas suspended this 
provision. In addition execu- 
tives can be denied visas to 
the US. 


Sir Leon Brittan, the Euro- 
pean trade commissioner, 
has sought to break a proce- 
dural deadlock by asking Mr 
Renata Ruggiero, head of the 
WTO, to name a dispute set- 
tlement panel The EU says 
it must defend the rights of 
its citizens to. travel freely. 

This is expected to occur 
on Friday, and it is not yet 
clear If the US trill try fur- 
ther blocking action. WTO 
officials are concerned that 
the case will undermine the 
organisation by challenging 
its right to judge complaints. 

Mr Eizenstat said the US 
has always indicated that its 
national interests were at 
stake with respect to Cuba. 
A bid for a national security 
exemption - allowed in some 
cases by the WTO - would 
be sought if necessary. 


OECD Export Credit Rates 

The Organisation 

for Eco- 

nomfc Co-operation and 

Development announced new 

minimum interest rates (%) 

for officially supported export 

credits for February 15 to' 

March 14 (January 15 to Feb- 

ruary 14 bl brackets). 
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Issue of human rights could 
cloud new dawn in relations 

EU, Asean 
face testing 
encounter 


By Jamas Kynge 
in Singapore and 
Nea Buckley in Brussels 

Foreign ministers from the 
European Union and Asia 
will this week engage in a 
testing diplomatic encoun- 
ter: to add substance to the 
vague optimism of a new 
dawn in relations between 
the two regions. 

But such hopes appear 
imperilled by disputes over 
human rights In Burma and 
East Timor. The increasingly 
assertive nations of Asia 
have made clear Europe can- 
not hope to deepen economic 
ties with the world's fastest 
growing region unless it 
becomes less confrontational 
on human rights. 

That issue could make or 
break the talks in Singapore 
tomorrow between the 15 EU 
countries and the seven 
members of the Association 
of South East Asian Nations 
(Asean), and on Saturday 
between the EU and Asean, 
plus China, Japan and South 
Korea. The weekend meeting 
will be the first foreign min- 
isters' meeting between the 
countries which took part in 
last year's inaugural Asia- 
Europe summit in Rangknk 
at which the optimistic out- 
line of EU-Asean relations 
was expressed. 

Singaporean officials said 
Asean had informed EU offi- 
cials that If the Europeans 
raised the issue of Indones- 
ia’s occupation of East 
Timor, the “whole [EU- 
Asean] relationship would be 
seriously affected". Indon- 
esia has won Asean's back- 
ing to disrupt the meeting if 
Portugal, which previously 
ruled East Timor, raises it 

Even more sensitive for 
the EU is Burma, expected to 
join Asean later this year. 
EU ministers have expressed 
concern over human rights 
abuses there, and have 
suspended Burma's tariff 
privileges. 

The concern in Brussels is 
that Burma's entry into 
Asean could sixain relations 
with the whole grouping for 
as long as Rangoon's mili- 
tary rulers remain in power. 
One EU diplomat said Bur- 
ma's accession to Asean, 
which groups Singapore. 
Malaysia, Indonesia, Thai- 
land, Brunei, Philippines 
and Vietnam, could be inter- 
preted in Rangoon as en- 
dorsement of its attempts to 
suppress Ms Aung San Suu 
Kyi's democracy movement. 

EU sources suggest minis- 
ters will try to find a diplo- 
matic solution allowing an 
uncontroversial reference to 
the political situation in 



Suu Kyi: her democracy 
movement hammered 

Burma to appear in the 
meeting's final communique. 

Assuming that is diplomat- 
ically possible, talks on 
boosting trade and promo- 
ting investment will tap the 
agenda. Asean officials said 
trade and investment with 
Europe had lagged b ehin d 
its potential. Total Asean-EU 
trade in 1995 was US$99.5bn, 
while Asean -US trade was 
nearly USSUObn, according 
to Singapore's data. 

Ms Yeo Lay Hwee of Sing- 
apore's Institute of Policy 
Studies said one measure of 
the meeting’s success would 
be if agreement were 
reached on the Asean-EU 
“Action Plan" to replace the 
expired EU-Asean agreement 
of 1990 which sets out the 
foundation of their co-opera- 
tion on issues such as trade. 
This agreement has not been 
renewed mainly because of a 
disagreement between 
Indonesia and Portugal over 
a h uman rights clause. 

Such an action plan might 
include steps to scrapping 
non-tariff barriers, the pro- 
motion of investment, 
co-operation in science and 
technology, and the set- 
ting-up of European Busi- 
ness Information Centres in 
Asean countries. 

The EU desire to forge 
closer trade links with Asia 
has been brought into focus 
by the success of the US in 
boosting American invest- 
ment in the region. 

As tariff and non-tariff 
barriers within both Asean 
and the European Commu- 
nity are dismantled, the two 
trading blocs are starting to 
regard each other as increas- 
ingly attractive partners. 

This week's talks, there- 
fore. could have a real 
impact. But in the eyes of Ms 
Yeo. “if there is no 'Action 
Plan', Just a final declara- 
tion, the meeting will not 
have been a success". 


Singapore seen as model for HK 


By James Kynge 

Mr Lee Kuan Yew, architect of 
Singapore's sparkling post-colonial 
success, has offered advice on how 
Hong Kong should conduct itself 
after Britain returns the colony to 
China at midnight on June 30. 

In a rare comment, Mr Lee. 73, 
the former prime minister, who 
now has title of senior minister in 
Singapore's cabinet, said that Hong 
Kong needed a strong-minded and 
firm chief executive supported by 
an uncorrupt and efficient civil ser- 
vice. 

It was desirable “to preserve the 
virtues of the British system; the 
rule of law and the sanctity of con- 
tracts, fair commercial practices, a 
level playing-field between aQ play- 
ers whether they be well connected 


insiders or unconn ected outsiders, 
and transparency and accountabil- 
ity in all decision making," Mr Lee 
said in a speech distributed this 
week. These qualities had fash- 
ioned the modem Singapore. 

Mr Lee's prescription for Hong 
Kong bears a close resemblance to 
the course he has charted for Sing- 
apore, a former British colony 
which was given self-government 
in 1959 and became independent in 
1965. A key ingredient in the 
island’s ability to attract a wealth 
of foreign investors has been the 
diligence and efficiency of its gov- 
ernment, as well as the almost 
total absence of official corruption. 

Many multinational companies 
see Singapore as an alternative 
base for Asian operations if Hong 
Kong falters after its return to 


China. A trickle of business, moti- 
vated in part by uncertainty over 
China's imminent rule and in part 
Hong Kong’s high costs, has 
already flowed Singapore’s way. 

Some wealthy individuals have 
taken money from Hong Kong in 
recent months and deposited it in 
Singapore, private banking execu- 
tives said. Several media compa- 
nies, such as Reuters news service, 
have decided to move editorial 
headquarters to Singapore. 

Scores of Taiwanese companies, 
which have to maintain indirect 
commercial Uni « with China under 
Taipei’s regulations, have set up 
paper companies in Singapore so 
they can quickly start naing the 
city-state as an alternative conduit 
for their China trade should their 
Hong Kong operations become 


untenable. Other Taiwanese com- 
panies, such as Want Want Hold- 
ings, have found that listing t h eir 
shares in Singapore has provided 
some insulation agai ns t the vola- 
tility that Taiwan's own market 
suffers during periods of military 
sabre-rattling by China ^ More Tai- 
wanese and Hong Kong' companies 
are expected to list soon in Singa- 
pore, officials said. 

Hong Kong’s economy would 
continue to be buoyant, Mr Lee 
said. “I have not said this to boost 
Hong Kong’s morale and confi- 
dence,” he added. As if to point to 
Singapore’s belief that Hong Kong 
would continue to prosper, he said 
Singapore’s Government Invest- 
ment Corporation “has invested, 
and is contLninng to invest, a few 
billion dollars in Hong Kong". 



Lee: advice for Hong Kong 


Australia’s ‘national grid’ 
starts to become reality 


M ention the term 
“national grid” 
around Australia’s 
power generation Industry, 
and eyes tend to rolL “Don't 
can it that,” says Mr Keith 
Orchis on, executive director 
of Australia’s Electricity 
Supply Association. “Call it 
a competitive electricity sup- 
ply market". 

Five years ago, Australia 
began to talk of moving 
away from its traditional 
system of power generation, 
which had been the province 
of large public-sector utili- 
ties acting as monopolies 
within their state. 

Instead, politicians and 
industrialists envisaged a 
system where generators, 
distributors and end-users 
could compete to supply and 
buy electricity across state 
lines, loftily ta g gin g this a 
“national grid”. Next month, 
this concept starts to become 
reality, but it will remain a 
much more modest endea- 
vour for the foreseeable 
future. 

Under the new system, 
generators in just two states. 
New South Wales and Victo- 
ria, will start to compete to 
supply each other’s market 
Both jurisdictions have 
developed separate competi- 
tive pool pricing systems is 
the past year, managed by 
the Victorian Power 
Exchange and Transgrid, 
respectively. These will now 
be linked, so that if cheaper 
energy is available inter- 
state, it will be imported. 
The marginal generator in 
either state will, in effect set 
the wholesale price. 

Even this limited two-state 
interchange will be “eased 
In”. Initially, an artificial 
cap will be put on the 
amount of electricity which 
can be transmitted across 
the border. Responsibility 
for power system security 
will also remain state-based. 
Hydroelectric power gener- 
ated in the Snowy Moun- 
tains, and currently supplied 
to both NSW and Victoria, 
will be traded into 


But the link-up between states 
is likely to remain a modest 
endeavour, writes Nikki Tait 
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both markets separately. 

By mid-1997, the changes 
should become more mean- 
ingful. The transmission cap 
will go, and Mr Brian Spald- 
ing. general manger of mar- 
ket development at Trans- 
grid, hopes power system 
security can be managed 
"nationally'’. The Snowy 
scheme, owned jointly by the 
federal. Victorian and NSW 
state governments, will be 
"corporatised”, and supply 
the jornt market directly. 

Even if the NSW-Victoria 
link-up goes to plan, a bigger 
question for Australian 
industry is how quickly 
these first steps can be built 
on, and what kind of eco- 
nomic benefits a progressive 
restructuring will deliver. 

The driving force behind 
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Australia's electricity sector 
reform Is similar to that in 
Europe, the US or New Zea- 
land - a -conviction that 
more competition will 
deliver efficiency gains and 
lower costs. 

What has complicated the 
restructuring - and made 
the Australian electricity 
deregulation model unique - 
is that state governments of 
different political hues have 
been overhauling the old 
utilities, at the same time as 
competitive pricing and 
interstate trading arrange- 
ments have been under 
development 

In Victoria, a right-wing 
state government has priva- 
tised most of the old state 
monopoly’s assets, bringing 
in numerous private-sector 
owners for both the generat- 
ing and distribution busi- 
nesses. By contrast a Labor 
regime in New South Wales 
has “corporatised" the for- 
mer Pacific Power monopoly, 
and reorganised the distribu- 
tion system. As a result, 
there are now three genera- 
tors and six distribution 
units, all publicly owned. 

This makes any merger of 
the state markets compli- 
cated. The competitive pool 
pricing systems developed in 
NSW and Victoria have sig- 
nificant differences, not least 
because of the different type 
of players involved and the 


arrangements laid out when 
private bids were solicited In 
Victoria. The volatility of 
pool prices In Victoria has 
been noticeably more 
marked than in NSW. 

■TOvadd to the difficulties, 
Australia's electricity 
deregulation is taking place 
in the context -of a huge 
landmass. Western Australia 
was always going to be 
excluded from a “national 
grid” because of the inter- 
vening desert. But intercon- 
nection facilities are also 
limited on the east coast, 
with Queensland and Tasma- 
nia isolated from South 
Australia-V Ictoria-NS W. 

While a cheer may go up 
when NSW and Victoria 
finally link , further progress 
will not come quickly. South 
Australia, which has gener- 
ally imported electricity 
from Victoria under con- 
tract, is expected to be a 
player in the Vlctarla-NSW 
market, but in a smaller way 
than the two founding 
states. 

A bigger question looms 
over Queensland, with one 
of Australia’s fastest grow- 
ing populations. It has a ris- 
ing electricity demand, while 
NSW and Victoria tend to 
have excess capacity. But 
with no transmission link to 
New South Wales, Queens- 
land’s participation in the 
“national ” market is 
unlikely • before. " next., 
century. 

Finally, there is the ques- 
tion of what benefits this 
process will deliver. Electric- 
ity prices have already fallen 
significantly for business 
users. Figures show commer- 
cial users in NSW saw a 33 
per cent drop in real terms 
between 1990 and 1995, while 
industry faced an 18 per cent 
reduction. This is variously 
attributed to elimination of 
cross-subsidies, a fall in 
energy prices, capital 
restructuring, and some sta- 
bilisation in demand. 

How much more will be 
achieved by the interstate 
market is moot 

Perhaps the big plus is 
that Australia is undertak- 
ing this restructuring later 
than some other countries, 
and can learn from their 
mistakes. People with expe- 
rience of the UK deregu- 
lation, for example, are now 
working in Ausfralia. 

NUS International, the 
utility consultant, suggests 
that while the Australian 
arrangements are probably 
"far too complicated” , more 
attention has been paid to 
overseeing arrangements. 
“There's more protection of 
the customer than there was 
in England, " it comments. 
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MPs arrested 

Two prominent MPs from South Korea's ruling party 
were arrested yesterday for allegedly accepting brib es in 
loan scandal involving the Hanbo steel and construction 
group, which went bankrupt last month. • 

• Mr Honglh-kil and Mr Chung Jae-chull were accused of 
receiving WonSOOm ($920,000) and WanlOOm respectively 
from the head of Hanbo to press banks and other fin ancial 
ins titutions to lewd nearly $6bn to the financially troubled 
group for a huge steel mill. 

•• The arrests represent a damaging blow to Mr Kim 
Young-sam, the South Korean president Mr Hong is 
regarded as one of Mr Kim's closest aides, which gained 
him the nickname “the president’s butler”. Mr Chung is 
the third-ranking official in the governing New Korea - 
party. 

Prosecutors allege that Mr Chung also transferred 
WonlOOm in Hanbo bribes to Mr Kwon Rob-kap, a senior 
opposition MP, to prevent him from raising parliamentary 
questio ns about hank, loans to Hanbo. John Burton, Seoul 

Hashimoto’s popularity dips 

Popular supp or t for Mr Ryutaro Hashimoto, the -Japanese 
prime minister, has fallen by 13 percentage points over 
the past two months, acronHng to a newspaper poll 
yesterday. He wan 42 per cent approval in a poll by the 
centre-left Asahi Shim bon newspaper, traditionally a 
critic of Mr Hashimoto’s Liberal Democratic party, down 
from 55 per cent in the most recent survey in December. 
Those who positively disapproved of the Hashimoto 
government rose by 10 points to 37 per cent 

Dislike of the 1997 budget containing tax Increases and 
rises in public works spending was blamed for the decline 
in support, along with voters’ scepticism that Mr 
Hashimoto would be able to deliver on promises to 
streamline Japan's large and pow erful public 
administration. William Dawkins. Tokyo 

US apologises for N-buIIets 

Senior US defence officials yesterday apologised to the 
Japanese government and Okinawan local administration 
for the accidental firing of radioactive bullets in air 
exercises over .the southern Japanese island. The apology, 
to Mr K nnfhtfc n Salto, Japanese ambassador to the US, 
came In response to public Japanese concern that Tokyo 
was not told about the accident until last month, about a 
year after it happened. US jets fired more than 1,500 
rounds of uranium-tipped bullets, inadvertently labelled 
as normal munitions. . William Dawkins, Tokyo 

Canberra trims benefits. 

Australia’s federal government yesterday saw part of its 
budget arithmetic restored, when, two independent 
senators last night voted to support measures restricting 
newly arrived migrants' access to social security benefits. 
The senators had previously voted against the measures, 
causing them to fail to pass in the Senate, where the 
Liberal-National government does not have a majority. 

The measures backed by the two senators yesterday are 
estimated to save spending of about A*200m ($154m) over, 
four years. Further measures, also related to social 
security benefits for migrants and worth a similar 
amount, are due to be debated in the Senate again 
today- Nikki Tait, Sydney 

Interest rate cuts unlikely 

Mr Ian Macfariane. governor of Australia's Reserve Bank, . 
last night played down the likelihood of further 
short-term interest rate cuts. He told a Sydney audience ... 
the bank was looking with "some interest” at the impact 
of three cuts In official rates in the second half of iggg, 
when the economy was- thought to be flagging. “Our 
feeling is that some erf the effects are coming throu gh " 

He acknowledged inflation pressures in Australia were 
modest, and suggested the outlook for economic activity 
in 1997 was good. Longer-term, the bank had to pay 
attention to possible wage and price inflation 
developments. Nikki Tait, Sydney 


Automated shopping brings 
Japan a taste of the future 


By Gwen Robinson in Tokyo 

Japan's eponymous convenience stores 
promise to become a little more conve- 
nient. At least one has become fully 
automated and more are on the way. 
Its backers say it takes the stress out of 
shopping. As a commercial idea, they 
reckon it has a long shelf-life. 

Am/pm Japan, a sister to the Ameri- 
can chain of the same name but a rela- 
tive newcomer to Japan, Is behind this 
latest development in Japan’s retail 
sector. 

Am/pm opened the automated store 
as a pilot project several months ago in 
the affluent business and residential 
district of Kojimachi, a few minutes 
walk from the company's headquarters. 
By the year’s end, it plans to open 90 
more fully automated stores, mainly 
within the greater Tokyo area, and 
intends to have 500 such stores in oper- 
ation by the year 2000. 

The brightly lit “combini", or (tradi- 
tional) convenience store, stands on 
every second comer in Japan's inner- 
cities. In the 22 years since the first 
convenience store opened in Japan, 
nearly 50,000 stores have sprung up, 
and their number is expected to reach 
100,000 by 2000. 

Tbe emergence of automated conve- 


nience stories is likely to boost the 
already fierce competition between 
chain store operators. The benefits of 
automatical are obvious, says itosupr 
porters. It saves on the growing costs 
and difficulties of securing around-the- 
clock labour amid the rapid ageing. of. 
Japan's population and shrinking of 
the workforce. ... ^ 

■ The only, human touch is k Security 
guard, employed to monitor the store’s 
discreetly placed surveillance cameras. 
Security, in any case, is not the .con- 
cern in Japan that it is in, say, Amer- 
ica, according to Mr Jun Sefc fendn, a. 
financial officer with Am/pm. 
“Besides,” he added, “the glass is bul- 
let-proof, and the money are 

very secure." 

. Behind the scenes, and the bullet- 
proof glass, is a slick operation. Rows 
of goods are laid- out on shelves in 
glass-fronted cabinets i The selection 
includes toiletries, batteries, snack 
foods, blank videocassettes and > CD- 
Roms. 

Each item is numbered, and custom- 
ers make their choice and punch in 
orders, at a computerised console. 
There is a change msehin* fo the cor- 
ner to break large notes. The customer 
is Issued a number and instructed to 
feed the required amount of money 


into a machine. A long mechanised 
arm picks out requested items. Within 
a minute, a neat bundle of goods . 
sliding down a delivery chute along 
with a plastic bag in which . to cany, 
them away. No fuss. No human 'con- 
tact. _ ' \ 

Except if you have a complaint 
. about, say, the limp lettuce or the dry 
-'.bread. There is no one" to note your 
‘ grumble. Am/pm says stale food wffl 
rarely be found on its shelves. 

Aside, from the initial investment for. j 
automation technology and machinery. . 
the cost of setting up an au tomated : 
store is about YlObn .(*80m), compared 
with the average Y25ha for. a regular - 
store,' said Mr Kanji Nakagawa, who Is 
overseeing: the - introduction of auto- • 
mated stores:: 

The company expects its , . automated -. 
outlets to tom. over .at least YiqQ,0Q0- 
Per day,, against an averageYZSO.OQO 
for the smallest Tegular outlet - The 
automated stores win be smaller tban- 
Am/pm’s regular outlets and win stock 
a limited range of 300 ttemn. - . _ v .„ . 

Tbe company is a joint, venture 
between American oil giant- Atlantic - 
Richfield, with a 30 per cent stake, and ■ 
Japan Energy. Corporation, ^ leading - 
oil refiner and .petrol-station ' o p er a to r, - 
with to percent v. ... \ 
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NEWS: THE AMERICAS 


A S airline employee 

groups go, pacts can 
be a .difficult lot. 
Notoriously, they represent 
by far., the .biggest labour 
expeme and almost all of the 
trouble - as American Air- 
lines, which is on the brink 
of an all-out strike, will tes- 
tify. 

. *n*ca . again, as employers 
go, Mr Robert Crandall is no 
pussycat. Rather, the 
famously acerbic chairman 
and chief executive of Amer- 
ican Airlines is probably the 
toughest executive in the US 
airline industry and has a 
history of confrontation with 
his employees. 

The pilots and Mr Cran- 
dall, therefore, have all the 
appearance of an irresistible 


straps itself in for a rough 

Crandall and his pilots are squaring up for a fight, writes Richard Tomkins 


force meeting an immovable 
object. And unless federal 
mediators are able to 
achieve a last-minute accom- 
modation, all 9,000 American 
Airlines pilots will start an 
indefinite strike at midnight 
on Friday night 
A strike would not only 
bring severe disruption to 
air travel in the US. It could 
also have Implications for 
the proposed global alliance 
between American Airlines 
and British Airways if it 
does permanent damage to 
American Airlines' competi- 
tiveness, for example, by 
exhausting its financial 


reserves or forcing it to pay 
uneconomically high wages. 

As a class, pilots are one 
of the highest-paid employee 
groups in the US: American 
Airlines' pilots were paid an 
average of 9120,000 each last 
year, plus generous benefits. 
And with unionised domes- 
tic pilots typically working 
only 12-14 days a month - 
International ones even less 
- many have second careers. 

The pilots’ high pay and 
short working hours derive 
largely from their ability to 
bankrupt their employer by 
taking strike action. "They 
have enormously powerful 


unions, and most manage- 
ments have come to the con- 
clusion that you are signing 
a suicide pact if try to take 
them on, H says Mr Robert 
Iverson, a former pilot for 
Eastern Airlines, which 
went bankrupt in 1991. 

“Pilots are also better edu- 
cated than most other 
employee groups, and they 
spend long hours in the sky 
with little better to do than 
think up reasons why they 
should be paid even more 
than they already are,” Mr 
Iverson says. 

On the other hand, the 
pilots argue that they have 


made big sacrifices over the 
years to help bring their 
employers back into profit. 
American Airlines' pilots 
have not had a pay rise since 
1993, but their company's 
net profits soared from 
9162m to Slbn last year. 

Understandably, the pilots 
say they should share in the 
good times as well as the 
bad. American Airlines is 
not the only US carrier con- 
fronting this argument: 
United Airlines, Continental 
Airlines and Northwest Air- 
lines are also facing varying 
degrees of pilot unrest 

American Airlines has 


offered its pilots pay rises 
totalling 5 per cent over the 
next four yeans, plus 5.75m 
stock options. It says this is 
“at the outer limits 1 ' of what 
it can afford while remain- 
ing competitive with other 
airlines. The pilots want pay 
rises totalling 11 per cent 
over the four years, plus 10m 
stock options. 

T here is another stick- 
ing point, too. The 
pilots are bitterly 
opposed to American Air- 
lines’ plan to allow its Amer- 
ican Eagle commuter subsid- 
iary to start flying American 


Airlines' smaller, regional 
jets. American Eagle pilots, 
who are paid less than those 
at American Airlines and 
belong to a different union, 
at present fly only propeller 
aircraft 

The pilots, represented by 
the Allied Pilots Association, 
were yesterday holding talks 
with American Airlines’ 
management in a Rhode 
Island hotel after being 
brought together by the 
National Mediation Board, a 
federal mediation service. 
But the two sides looked Ear 
apart. 

The lost time American 


ride 


Airlines came close to a 
pilots’ strike was in 1991, 
when both sides agreed to 
binding arbitration to avert 
it. But a flight attendants' 
stoppage shut the airline for 
five days in 1993 before Pres- 
ident Bill Clinton twisted Mr 
Crandall's arm and per- 
suaded him to accept arbi- 
tration. 

This time it is the pilots 
who are refusing to accept 
arbitration, accusing Ameri- 
can Airlines of failing to live 

up to its commitments under 
the 1991 agreement. So, 
American Airlines Is pinning 
its hopes on the probability 
that, if a strike does break 
out, Mr Clinton will soon be 
picking up that telephone 

a gain. 


AMERICAN NEWS DIGEST 

Growth in US 
productivity 

The productivity of American businesses grew at the 
fastest rate in three years in the final quarter of last year, 
the government said yesterday. 

The Labor Department said productivity outside the 
agricultural sector rose 2L2 per cent in the fourth quarter 
of 1996, a sharp improvement from the third quarter and 
the largest since a per cent gain in the fourth quarter 

of 1993. 

The rise exceeded the expectations of Wall Street 
economists, who had been looking for productivity 
growth of 2.1 per cent. 

For 1996 as a whole, productivity rose 0A per cent; the 
best performance since a 322 per cent rise In 3992. but still 
slower than the longer term trend of annual growth of 
slightly over l per cent In the fourth quarter, 
productivity jumped as output soared 5.9 per cent while 
the total number of hours worked rose 3.7 per cent Unit 
labour costs, which make up two-thirds of production 
costs, rose 1.4 per cent in the fourth quarter after 3.3 per 
cent the previous quarter. Reuter, Washington 

Caban culture chief sacked 

A veteran of Fidel Castro's 1959 revolution and leading 
ideologue of Cuba's one-party Socialist system, Mr 
Armando Hart, has lost his job as culture minister after 
more than 20 years in the post 
Mr Hart has served continuously in the government 
since 1959, first as education minister, and then as culture 
minister. No reason was given for his substitution,, 
announced briefly in Granina, the official Communist - 
party newspaper. Now approaching 70, be was believed to 
be suffering from health problems. 

He was replaced as by Mr Abel Prieto, president of . • 
Cuba's official Writers and Artists Union (UNEAC). Mr 
Prieto was among a number of younger cadres elevated; to 
the party politburo in October 199L The substitution does 
not signal a change of political direction by Cubau ^ 

President Castro said last week there would be no ' 
transition team socialism to capitalism while a stogie -/ 
revolutionary remained alive.. . _ . Pascal FlettJter,jRaoqoq, 

■ ••.. p ■ r- ‘ 

Colombia, UK in crime pact; 

Colombia's foreign minister. Ms Maria Emma Mejia, > 
yesterday signed an agreement with Britain in London/ 
allowing each country to seize assets gained from serious 
crime at the request of the other. •: 

Colombia passed legislation in December strengthening 
its ability to confiscate assets on behalf of other countries; 
paving the way for this agreement It will came into force, 
after certain legislative procedures have been enacted in . 
both countries. ’ 

Ms Mejia said yesterday Colombia was close to :>■ 

I finalising a maritime agreement with the US aimed at 
reducing the flow of illegal narcotics by sea from 
Colombia and the Illegal imports of precursor chemicals 
used in drugs manufacture. However, there would be no 
question of automatic US access to Colombian territorial 
waters. Stephen Fidler 

■ Colombia's second largest guerrilla army threw its 
weight behind a national strike yesterday, vowing to back 
workers’ demands with “violence and grassroots 
disobedience”. 

The Cuban-inspired National Liberation Army CBLN) 
said the strike by state workers had to be backed by 
armed force if it were to succeed to getting Its demands 
I met by what it called the “narco-bourgeoisie" of President 
Ernesto Samper's government. Reuter, Bogota 

Boesky settlements approved 

i A US federal judge in New York has granted final 
I approval to 988.9m in settlements of investors’ civil. ; 
lawsuits against Mr Ivan Boesky, the former arbitrageur, 
and others involved in the 1980s financial market 
scandals. 

The move on Monday resolves all the outstanding ■ 
Boesky-related legal matters, according to an attorney for 
the investors suing Mr Boesky. 

The investors will receive $20. lm from Mr Boesky and 
the other defendants, who include Mr Martin Siegel, 
former head of mergers at Kidder Peabody, and Mr Robert 
Freeman, former Goldman Sachs trader They will also 
receive $48. 7m in restitution that the defendants 
previously agreed to pay the Securities and Exchange 

C The<Sdffiie to file proof of claims in connection with 
the settlements is March 2L and investors are expected to 
start receiving payments shortly thereafter. The investors 
had alleged +h»t they were defrauded by the defendants’ 
insider trading and collusion with Mr Michael Mflken.the 
former junk-bond king: AP-Dow Jones, New York 


Clinton upbeat on budget accord 


By Bruce Clark in Washington 

President Bill Clinton said 
yesterday that he and his Republi- 
can adversaries could “do great 
things together" by co-operating 
over important public issues, 
including the balancing of the US 
budget 

Mr Clinton struck an upbeat 
note as he held an ou usual meet- 
ing with senior Republican legisla- 
tors, whose controversial effort to 
enforce fiscal restraint by altering 
the constitution appeared to have 
stumbled. 

The balanced budget amend- 
ment, a Republican idea that the 
president and fellow-Democrats 


strongly oppose, took a small step 
forward m the Senate this week, 
but it has run into problems in the 
House of Representatives. The con- 
stitutional change would require 
approval by two-thirds majorities 
in both chambers, plus ratification 
by three-quarters of the state legis- 
latures. 

The president appeared confi- 
dent that he has the upper hand in 
his dealings with Congress as he 
met the six top Republicans from 
the House and Senate, as well as 
four prominent Democrats. 

“The whole system. . . .is tending 
towards movement instead of 
paralysis and that's a good thing 
for America,” he said, while hail- 


ing the “enormous opportunities" 
that bipartisan co-operation could 
bring. 

Mr Clinton's optimistic tone 
reflected a belief - well supported 
by public opinion polls - that the 
Republicans did themselves more 
harm than good when they tried 
head-on confrontation after their 
election victories in 1994. 

Senator Trent Lott, the Republi- 
can majority leader, cited taxes, 
education, crime, drags and the 
environment as the issues making 
up a “critical agenda" which be 
wanted to see the president tackle. 

Both sides were at pains to 
stress that yesterday’s broad dis- 
cussions did not amount to a for- 


mal negotiating session on the 
budget 

The budget-balancing plan 
unveiled by Mr Clinton last week 
has been accepted by Republicans 
as a starting point for discussion, 
but the proposal for a change in 
the constitution could still lead to 
a bitter dash. 

Moves to advance the amend- 
ment in the House were put on 
hold until next month following 
the last-minute cancellation of a 
meeting of the House judiciary 
committee that was due to take 
place yesterday. It was apparently 
cancelled after Republicans real- 
ised they could not be sure of vot- 
ing down a tactical counter-pro- 


posal by the Democrats which 
would have mandated a balanced 
budget but excluded social secu- 
rity. 

If the vote had gone ahead, some 
Republicans might have broken 
ranks and supported the counter- 
proposal, for fear of alienating 
constituents, especially the 
elderly, who depend on social ben- 
efits. 

Mrs Madeleine Albright, the new 
secretary of state, yesterday 
defended the administration's 
request for an increase in the 
international affairs budget by 
saying that the US could not exer- 
cise global leadership "on the 
cheap”. 


Vancouver tunes in to the Chinese market 

Canadian media eager to please influx of SE Asian immigrants, writes Bernard Simon 


T he Canadian Broad- 
casting Corporation 
normally broadcasts 
only in En glish and French. 
But the CBC's Vancouver 
television station has been 
running spots in the past 
week with the traditional 
Chinese New Year greeting 
- kung heifat chop. 

Its eagerness to please Chi- 
nese viewers reflects the 
surge in immigration to Can- 
ada, especially Vancouver, 
from Hong Kong, Taiwan, 
mainland China and other 
parts of south-east Asia. 

Ethnic Chinese now make 
up - au estimated 15-20 per- 
cent of Vancouver's 1.7m res- 
idents. Another 360,000 live 
in Toronto. The CBC is 
among an growing number 
of media that have spotted a 
receptive and growing audi- 
ence, as well as a growing 
source of advertising dollars. 

Vancouver now has three 
Chlnese-language daily 
newspapers, two pay-TV sta- 
tions, owe community chan- 
nel, two radio stations and 
several magazines. Elec- 
tronic and print media cater- 
ing to Chinese communities 
have also mushroomed in 
Toronto, Calgary and 
Edmonton. 

Politicians, conscious of 
the growing number of vot- 
ers and potential campaign 
contributors, Increasingly 
court the Chinese media. 
Vancouver’s Non-Partisan 
Association hired a Chinese 
media consultant during 
recent municipal elections. 

Mrs Sally Aw, controlling 
shareholder of Sing Tao 
Holdings, the Hong Kong- 
based group that owns the 
biggest Chinese daily paper 
in Vancouver and Toronto, 
last year endowed a journal- 
ism school at the University 
of British Columbia - the 
first in. western Canada. Mrs 
Aw is also a substantial 
donor- to the University of 
Toronto. 

The lure of the Chinese 
market for advertisers is 
reinforced by Ottawa’s immi- 
gration policy, which tends 
to favour well-heeled inves- 
tors and entrepreneurs. 
Nearly a quarter of arrivals 
from Bong Kong are classi- 
fied as business immigrants, 
compared with 6 per cent 
from other countries. 


DJC Research, a unit of 
AC Nielsen, the market 
research group, estimated 
last year that three-quarters 
of Chinese immigrants in 
Toronto and Vancouver paid 
for their cars by cash or 
cheque. Also, one-third used 
a cellular phone and 56 per 
cent owned a home com- 
puter. 

“The spending power is 
much higher in' Vancouver 
than in any other city in 
North America,” said Mr 
Thomas Fung, founder and 
chief executive of Fairchild 
Holdings. Fairchild holds the 
only nationwide licence for a 
TV station in a language 
other than English or 
French. 

Mr Fung, whose family 
until recently owned Son 
Hung Kai Securities, a large 
Hong Kong brokerage firm, 
has an 80 per cent stake in 
Fairchild TV. The rest is 
owned by TVB, one of Hong 
Kong's two main TV sta- 
tions. Hongkong Bank of 
Canada, wholly owned by 
HSBC Holdings, the interna- 
tional financial services 
group, owns 20 per cent of 
Fairchild's Vancouver radio 
station. 

Both Fairchild and Sing 
Tao also have extensive 
property investments in 
Canada. Malaysian interests 
own Ming Pao, Vancouver’s 
second Chinese daily. 
Another, World Journal 
Daily News, Is controlled by 
Taiwanese investors. 

A growing slice of adver- 
tisements in the Chinese 
media comes from “main- 
stream" businesses, such as 
the two national cellular 
phone companies, luxury car 
dealerships and securities 
firms. Sing Tao's Vancouver 
edition ran to 116 pages one 
recent Saturday. 

But competition has inten- 
sified. Sing Tao's Toronto 
edition, with a circulation of 
about 120,000, charges only 
CSUBOO (US$1,7051 for a full- 
page advertisement 

Mr Simon Kam. Sing Tao's 
regional director for North 
America, says the US and 
Canada contribute 15-20 per 
cent of the Hong Kong par- 
ent’s earnings. (Sing Tao 
also p ublishes In New York, 
San Francisco and Los 
Angeles.) But according to 



Some of the publications aimed at the growing, receptive 
Chinese readership in Vancouver and other Canadian cities 


Mr Earn, competition and 
investment in new printing 
presses have put pressure on 
profits in recent years. 

Besides language, the Chi- 


nese media differ in some 
significant ways from their 
English counterparts. Their 
reporters are generally 
younger, less experienced 


and less well paid. Not sur- 
prisingly, their coverage is 
less critical. 

The Chinese papers allow 
local politicians - a growing 
number of whom are ethnic 
Chinese - to write their own 
columns. “Our mfosinn is to 
bring out the facts, not to 
form an opinion.” Mr Fung 
said. 

One Vancouver public 
relations manager, a Chi- 
nese- Canadian, added: “They 
are fairly apolitical, but defi- 
nitely pro-immigrant" 

Cut-throat competition has 
so far not discouraged 
expansion plans. 

Fairchild has forged an 
alliance with a proposed 
national satellite television 
service. Maclean’s, the 
weekly news magazine, 
plans to step up the fre- 
quency of its Chinese edition 
from once every two months 
to 10 a year. 

However, continued 
growth in readership or 
advertising revenues cannot 
be taken for granted. One 
threat to the Chinese-lan- 
guage media may be the 
gradual assimilation of read- 
ers and viewers into main- 


stream American society. 

Fairchild TV dubs several 
programmes from English 
stations. Including Vancou- 
ver’s most popular local 
news bulletin. Sing Tao 
signed a deal with Toronto's 
Financial Post last year to 
reproduce a page of invest- 
ment analysis - in English. 

Mr Fung counters by 
pointing to the growing 
influence of "trendy stuff” 
from Hong Kong in enter- 
tainment, music and fashion. 
About half of Fairchild TV’s 
content comes from Hong 
Kong's two channels, with 
another 15 per cent originat- 
ing in Taiwan, China and 
Japan. (The remaining 35 
per cent is locally produced.) 

However, the immigration 
and spending boom has 
recently shown signs of sub- 
siding. Many adverts in 
recent bumper Sing Tao and 
Ming Pao editions are for 
houses and condominiums 
put up for sale by Hong 
Kong investors who have 
decided not to emigrate to 
Canada for the time being, 
or to seek better returns 
elsewhere. 


Oil g roup’s tax bill pays for a third of government spending 

Pemex proves Mexico’s godsend 


By Leslie Crawford 
in Mexico Ctty 

What would the Mexican 
government do without 
Pemex, the state off monop- 
oly? . , 

Not a lot, if the financial 
results of Mexico's largest 
corporation, released yester- 
day, are anything to go by. 

Pemex, nationalised in 
1938, paid $l9.13bn in taxes 
and royalties to the govern- 
ment in 1996. Its single con- 
tribution was greater than 
all the taxes paid by the rest 
of Mexico’s companies put 
together. 

Pemax’s tax bill wiped out 
93 per cent of its profits, and 


66 per cent of its total reve- 
nues. And according to 
Pemex’s calculations, it 
financed more than one- 
third of all government 
expenditure last year, - 
. Pemex’s drive to increase 
output, coupled with high 
world prices for crude oil, 
proved to be a godsend for 
the Mexican government as 
it struggled to balance its 
budget following the deep 
recession and financial crisis 
of 1995. 

In 1996, Mexico saw the 
first significant increase in 
oil production in a decade. 
Pemex’s crude oil output 
rose 9.2 per cent to ‘R86m 
barrels per day {bpd), com- 


pared with 2 . 62 m bpd in 

1995. Natural gas output also 
rose by 1L6 per cent to 
4,195m cu ft per day. 

Pemex’s export revenues 
grew by 39 per cent in 1996 
to fLUBm thanks partly to a 
21 per cent rise in world 
prices for Mexican crude off, 
which increased from an 
average of $15.7 per barrel in 
1995 to $18.7 per barrel in 

1996. Export volumes were 
also up by 19 per cent to 
L55m bpd. - 

When domestic sales are 
included, Pemex*s total reve- 
nues of $ 28 £bn in 1996 
underscore the oil monopo- 
ly's pivotal Importance to 
the Mexican economy; its 


revenues equalled about 16 
per cent of gross domestic 
product 

Pemex plans to increase 
oil production by a further 8 
per cent in 1997 to 3.08m bpd. 
Natural gas output is also 
scheduled to rise by 8 per 
cent to 4£45m cu ft per day. 
Pemex has not placed such 
emphasis on Increasing out- 
put since the oil boom of the 
late 1970s and early 1980s. 

To do so, its Investment 
budget has grown by 70 per 
cent *hte year to $5Jbn, com- 
pared with the 93-47bn in 
1996 and a mere $2.47bn in 
1995. 

Legacy of shock therapy. 
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ANNOUNCEMENT OF TENDER PROCEDURE 

SCHIPHOL GOLF & BUSINESS CENTER 

Amserdam Airport Schiphol wishes to meet inve^ors 
and-’or operators for the realization of the 
Schiphol Golf & Business Center. 

Project Description: 

The Schiphol Golf & Busines- Center will comprise 
a four-star 200-room hotel with conference and leisure facilities 
ami an 18-hole golf course to international standard with practice facilities. 

Project Location: 

The site available for this proieci cover* an area of 73 hectares 1 180 acres) dose to the 
airport. 10 minutes by ruid from the Terminal and 15 minutes from the commercial 
and business centers of Amsterdam. 

Conditions: 

The sue is the property of Amsterdam Airport Schiphol and will he offered for long-term 
lease. A concession agreement will be concluded for the operation of the hotel and golf 
course. Interested parties should be willing both to invest in the project 
and to undertake its development and operation. 

dosing date 

Interest may be expressed until 26 February 1997. 

Further information: 

Applications, in writing, for further information may be addressed to; 

Amsterdam Airport Schiphol, Schiphol Real Estate. PO Box 7501. 1118 2G Schiphol Airpon, 
The Netherlands, id.: (+51 20) 601 *1 10. fax: 1+31 20) <301 37 01 
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Defence ministry refuses to reveal details of order for Trident submarine facilities 

Dockyard angry over costs blackout 


By Bernard Gray* 

Defence Correspondent 

Babcock, the company 
which owns the Rosyth 
naval dockyard in Scotland, 
reacted angrily yesterday to 
the defence ministry’s 
refusal to disclose the costs 
of new nuclear facilities to 
be built at the rival Devon- 
port yard in south-west 
England. 

Devonport was originally 
awarded the contract to 
build dry docks for Trident 
nuclear miss ile submarines 
following a fierce bid battle 
with Rosyth In 1993. But In 
more than three years of 
negotiation over the terms of 
the contract, the costs have 
spiralled to well over the lev- 
els tendered by both yards in 
the competition. 

Devonport originally bid 


Bombardier offshoot wins $12.9m missile contract 


Stunts, the Northern Ireland aerospace 
company owned by Bombardier of Can- 
ada, has won a further $12£m contract 
to demonstrate its advanced Starstreak 
missile on the US Apache tank-bnstzng 
helicopter, Bernard Gray writes. 

The missile is being considered as an 
air defence weapon for the Apache, to 


protect it from attack by fighter air- 
craft. in a final order which could be 
worth Slim. 

Shorts fattiaTly won a 38m contract 
to assess the feasibility of the missile’s 
use on Apache in 1995. Fallowing tests 
by the US Army, including sis test 
firings, file US has decided to integrate 


the missile into the Apache’s arma- 
ments computes. 

Further tests will be conducted over 
file next 18 mon ths, and the US is then 
likely to decide between the domesti- 
cally produced Stinger missile and 
Starstreak tor arming its 800 Apache 
gunships. 


£23 7m ($386m) to win the 
work with Rosyth bidding 
£250m. The final contract 
with DML. the company 
which now owns Devonport, 
is thought to be well above 
£300m, with some estimates 
placing the total cost to the 
ministry of all associated 
work at almost £500m. 

In announcing the comple- 
tion of privatisation of 


Devonport and the final 
agreement on the new 
nuclear faffliferae yesterday, 
the ministry refused to dis- 
close the cost of the nuclear 
facilities. The ministry 
argued that the details are 
“commercially confidential". 

Mr David Clark, the 
opposition Labour party's 
chief defence spokesman, 
said yesterday; “This is 


simply unacceptable. In the 
interests of the taxpayer 
in the interest of ensuring 
value for money, the minis- 
try must publish these fig- 
ures." 

Babcock said it did not 
wish to reopen the 1993 deci- 
sion. It rejected the minis- 
try’s suggestion that the con- 
tract with DML was 
commercially sensitive. “The 


Devonport facilities are a 

one-off; there will be nothing 

else like them anywhere in 
the world,” Babcock said. 
“How can it be commercially 
sensitive?" 

Mr Jack Drmney of the 
Transport and General 
Workers Union, which nego- 
tiated on behalf of employ- 
ees, accused the government 
of choosing Devonport to 


protect vulnerable House of 
Commons seats in the south 
west. “Ministers should be 
called to account fear saving 
south-west Tory MPs' skins 
at the expense of the tax- 
payer” he said. 

DML will have to start on 
the new facilities immedi- 
ately because the three-year 
delay has left little time to 
complete the work before the 
first Trident submarine must 
be refuelled in 2001. “The 
timescale is very tight but 
we think it is achievable,’' 
said DML yesterday. 

• The ministry has signed a 
contract worth £700m with 
Matra BAe Dynamics for 
development and production 
of the Storm Shadow cruise 
missile for the Royal Air 
Force. The programme was 
initially awarded to Matra 
BAe last July. - 


Father figures 
fill skills gap 
in engineering 

Companies take new tack to 
outpace falling recruitment 


T he UK subsidiary of a 
US bearing maker and 
the British division of 
a Japanese machine tool 
group are among manufac- 
turing companies responding 
to a shortage of qualified 
engineers by retraining their 
adult workers or even 
recruiting from other profes- 
sions. 

Three or four of the 10 or 
12 apprenticeships offered 
each year by Timken - a 
subsidiary of the US bearing 
maker based in the city of 
Northampton to the 
north-west of London - go to 
adults, usually in their i«te 
20s or early 30s. 

About 30 per cent of the 
300 direct production staff of 
toe UK division of Yamazaki 
Mazak, the Japanese 
machine tool company, 
based in Worcester in the 
English Midlands, have 
come to the company from a 
field other than engineering. 

Up to a quarter of toe 8,000 
apprenticeships available 
last year to school-leavers 
were not taken up. Many in 
the industry are worried 


that a large number of the 
12,000 places on offer this 
year will not be filled. 

The industry reckons it 
needs up to 35,000 new 
recruits each year, taking 
into account people with all 
levels of engineering skills 
from apprentices to graduate 
engineers, but is falling 
short of this number by 5,000 
to 10,000. In an attempt to 
raise the industry's profile 
and attract more recruits, a 
£25m campaign called the 
Year of Engineering Success 
was launched last month. 

Timken offers engineering 
craft training to employees 
who have worked as opera- 
tors and setters. “If we take 
someone who has already 
been on the shopfloor, the 
end product is a very 
rounded engineer. They act 
as monitors and father fig- 
ures for some of the younger 
apprentices,” says Mr 
George Foale, human 
resources manager and a for- 
mer apprentice himself . 

The three-year adult 
apprenticeships are part of a 
wide-ranging retraining pro- 



gramme begun by Timken in 
1993. Mr Ray Howes, produc- 
tion manager, estimates that 
productivity has risen by 20 
per cent in the past 18 
months and that product 
quality has improved by 30 
per cent. Production costs 
have been cut by 5 per cent 
and labour turnover is down 
to about l per cent 

Dr Michael Sanderson, 
director of the Engineering 
and Marine Training Author- 
ity, says companies are 
devoting more resources to 
adult training as toe patten, 
of prodnction-Iine work 
changes. “Quite a lot of 
industry is switching from 
flow-line to cellular manu- 
facturing, with teams of peo- 
ple sharing assembly tasks. 
This is happening with sup- 
port as wen as production 
processes.” he says. 

Forty-four per cent of the 
qualifications awarded last 
year by the EMTA went to 
crver-256, compared with five 


per cent in 1979. 

Companies are increas- 
ingly looking to recruit 
beyond those with tradi- 
tional engineering back- 
grounds. “We will take any- 
one with toe right attitude 
and potential We have liter- 
ally taken butchers and bak- 
ers," says Mr Martin Law- 
rence. personnel manager of 
Yamazaki UK 

Mr Graham Elcock. aged 
45, was a carpet weaver by 
training - and joined 
Yamazaki seven years ago. 
“The industry was on toe 
wane and I was looking tor 
something a bit different," 
he saysJfe ha? mure tr aine d 
in turning, programming 
and computer numerically- 
controlled machining and 
now works in production 
control. 

“The good thing here is 
you can admit to your short- 
comings. I couldn’t have car- 
ried on doing the CNC pro- 
gramming without the 


training,” he says. “When I 
first Joined I wasn’t sure 
whether I wanted to work 
here long-term. Bat I’m 
very happy hoe now.” 

Mr Lawrence says those 
who have proved able to 
acquire expertise in a num- 
ber of areas of production 
now have skills to match 
those of their engineering- 
trained peers. But he admits 
that others have found it 
bard to adapt to the team- 
working envir o nm ent. 

Dr Sanderson says that 
recruitment from non-engi- 
neering backgrounds is now 
standard practice for many 
production-oriented busi- 
nesses. 

“When there is a shortage, 
the Industry solves that In 
the most sensible way. It is 
really a question of identify- 
ing people who are numerate 
and have an aptitude far 
problem solving.” 

Michael Peel 


Record 
on jobs 
creation 
‘a myth’ 

By Robert Taylor, 
Employment Editor 


The UK government is 
accused today of exaggerat- 
ing the country’s record in 
forfrifog unemployment com- 
pared with that of France 
and Germany. 

The UK Trades Union Con- 
gress says in a report that if 
all those people who say 
they want to work are taken 
into account in Britain, Ger- 
many and France, the UK's 
jobless total would be higher 
than those of the other two. 

Official figures for the UK 
from the European Union’s 
latest labour farce survey for 
1995 show that more than 
2m people in the UK are not 
counted as unemployed by 
the standard international 
definition compared with 
340.000 in France and 850,000 
in Germany. 

The International Labour 
Organisation’s definition 
covers those looking for 
work in the past four weeks 
and those who are- able 
to start a job in two 
weeks. 

The TUC says that while 
15 per cent of the UK labour 
force were either actively 
looking tor work or said they 
wanted a job, the compara- 
ble figures far France and 
Germany wane 13 per cent 
and 10 per cent respectively. 

“UK government claims 
represent only toe tip of toe 
iceberg of Britain's real jobs 
problem.” said Mr John 
Monks, the TUC general sec- 
retary. 

“Their claim that Britain's 
hire and fire policies have 

put us ahead of the French 

and Germans are a myth. 
Millions who want to week 
are simply not counted.” 

The TUC said that while 
unemployment had fallen in 
the UK since 1995 while it 
had risen in France and Ger- 
many, “even making a rea- 
sonable allowance for this, it 
would still leave toe UK 
behind France and Ger- 
many". 


Privatisation winner runs transport in Lyon and Dresden 


French group joins rail venture 


By Charles Batchelor, 
Transport Correspondent 

A seven-year franchise to 
run the Thameslink rail net- 
work in southern England 
was awarded yesterday to 
GoVia, a consortium of 
Go-Ahead bus group and Via 
GTL a French transport 
operator. The franchise was 
part of the government's 
programme of privatising 
the national rail network. 

Mr Martin Ballinger. 
Go-Ahead managing direc- 
tor. said: “This partnership 
is just the start of what we 
hope will be our European 
strategy.” The two compa- 


nies hope to develop further 
transport activities in main- 
land Europe. 

Via GT7 manages bus, 
tram or metro systems in 88 
French cities Including Lyon 
and Lille, and also runs 
intercity services. It runs 
hoses in Jerez in Spain and 
in Dtisseldorf and Dresden in 
Germany. It claims to be the 
largest private sector trans- 
port group in France with 
transport revenues of 
FFrSbn (S890m). 

Go-Ahead and Via GTI are 
also one of two shortlisted 
bidders to take over the 
Docklands Light Railway in 
east London. The DLR oper- 


ates automated driverless 
trains similar to those run 
by Via GTI in several French 
cities. 

At Thameslink, which 
runs trains between 
Brighton and Bedford via 
Gatwick Airport throu g h a 
tunnel under the City of 
London, GoVia plans to add 
other services in time. 

GoVia will receive a sub- 
sidy of £2Jfcn (34m) from the 
government's franchising 
director in the first year of 
the franchise compared with 
£11. lm which would have 
been paid to British Rail 

This will convert to a pre- 
mium payment by GoVia in 


year three and rising to a 
premium of at the «»ii. 
On average GoVia will pay 
an annual premium of £17tn. 
Thameslink has revenues of 
£76m a year. 

Thameslink is to undergo 
a £560m expansion over the 
next six years to increase 
capacity in central London 
from eight to 24 trains an 
hour. The franchising direc- 
tor has an option to end the 
franchise after 5 'A years if 
new rail services become 
possible on the line though 
he would have to pay GoVia 
compensation. 


Fat Controllers, Page 10 


Labour party ‘enemy of enterprise’ 


By David Wighton, 

Political Correspondent 

The government yesterday 
signalled its intention to 
make privatisation a big 
election issue by claiming 
that the Labour party’s 
opposition to further sales 
made it the “enemy of enter- 
prise". 

Committing a future Con- 
servative government to a 
continued programme of dis- 
posals. Mr Kenneth Clarke, 
the chief finance minister, 
said the rest of world bad 


recognised the benefits of 
privatisation but Labour still 
had a distrust of toe private 
sector. 

“The only politicians who 
oppose privatisation and the 
benefits it brings are now to 
be found in North Korea, 
Burma and the British 
Labour party," said Mr 
Clarke. 

The chancellor seized on a 
report prepared for the Cen- 
tre for Policy Studies, a Con- 
servative think-tank, which 
concluded that privatisation 

had resulted in lower prices 


and improved levels of ser- 
vice. 

Using research from 
National Economic Research 
Associates, an independent 
consultancy, the report cal- 
culates that domestic gas 
prices have fallen by 25 per 
cent, telecoms prices by 40 
per cent and electricity 
prices by more than 2 per 
cent a year since privatisa- 
tion. 

Although prices have 
fallen in most of the priva- 
tised companies, there are 
other factors at work accord- 


ing to Mr Dieter Helm, a 
director of Oxford Economic 
Research Associates. He said 
the price cuts were partly 
the result of savings from 
the introduction of new tech- 
nology, which would have 
happened without privatisa- 
tion. combined with a col- 
lapse in tossfl fuel prices. 

In spite of the benefits tor 
consumers, Mr Clarke said 
that Labour had opposed 
every privatisation in the 
past and had the same 
“reflex reaction” to possible 
future candidates. 


Assurance 
on ‘mad 
cow’ risk 
to calves 

By ARson Matttand 
to London 

“Mad cow disease” is 
transmitted directly to 
calves at a lower rate than 
feared when initial findings 
were published last July, an 
expert on infections diseases 
said yesterday. 

This Is because some 
calves appear to have a 
genetic predisposition to toe 
disease, winch can be trig- 
gered by eating contami- 
nated feed, rather than 
catching It directly from 
their mothers. 

The findings came from 
Professor Roy Anderson of 
Oxford University's Epide- 
miology of Infectious Dis- 
eases Centre, who was asked 
by toe UK g o vernment to 
analyse maternal transmis- 
sion of bovine spongiform 
encephalopathy (BSE). 

The analysis nhiwM prove 
reassuring because it indi- 
cates a reduced risk of cattle 
picking up the disease now 
that contaminated feed has 
been cleared from toe UK 
production chain. Officials 
said it was “an important 
piece of research". 

The UK government is due 
soon to begin culling an 
estimated 100,000 cattle con- 
sidered most at risk of 
developing BSE. The cull is 
crucial to any easing of toe 
European Union export ban 
on British beef . 

The European Commission 
said toe Oxford analysis 
would be studied by EU vet- 
erinary experts next month. 
Meanwhile the commission 
was still awaiting concrete 
proposals from toe UK on 
lifting the ban on herds cer- 
tified free of BSE. 

Prof Anderson's analysis 
of the eight-year govern- 
ment experiment with two 
groups of 300 cattle showed 
toe greatest risk of infection 
was in calves bom in the 
five months before BSE was 
diagnosed in their mothers. 
It confirmed that 10 per cent 
of such calves were at risk 
of developing BSE. 

But within that 10 per 
cent, only 7-8 per cent 
appeared to receive toe dis- 
ease directly from their 
mothers. Extrapolating from 
the experiment to the 
national herd, fewer than 1 
per cent of calves are likely 
to catch the disease from 
their mothers, given a five- 
year Incubation period, said 
Prof Anderson. 

The remaining 2-3 per 
cent in the experimental 
group appeared to have a 
genetic predisposition to the 
disease, which was then 
triggered by eating BSE-oon- 
taminated feed. Such feed 
was officially banned in 
1988 but entered toe feed 
chain until 1993. he said. 

The government would 
not comment on the find- 
ings, saying its scientists 
were still comparing the 
experiment’s findings with 
BSE cases in the field. 


Court battle opens over island ‘whiskey’ 


By Roderick Oram, 
Consumer Industries Editor 

The Scotch Whisky 
Association has taken to the 
High Court in London to try 
to prevent Glen Kella, a 
small distillery on toe isle 
of Man - the island off 
north-west England - from 
describing its dear spirit as 
either whiskey or whisky 
(toe Scottish speffingj. 

The SWA, joined by Allied 
Domecq and the United Dis- 
tillers arm of Guinness, the 
two largest Scotch whisky 
distillers, say Glen Bella's 


production technique con- 
travenes European laws 
defining whiskies. 

Glen Kella buys mature 
Scotch whisky and re-distils 
it. The process leaves a col- 
ourless spirit which Glen 
Kella says retains virtually 
all the flavour of whisky. 

“The relevant regulations 
define what whisky Is and 
do not admit re-distillation 
after maturation," said Mr 
Tony Willoughby, the law- 
yer for the SWA outside the 
High Court 

“My dtext has no objec- 
tion to the product only to 


describing it as whisky- It 
deceives consumers.” 
Acceptable alternative 
names to whisky, the SWA 
suggests, include grain 
spirit 

“This is a tiny distillery 
up against the might of the 
Scotch whisky industry in 
all its glory," Mr Martin 
Bale, the lawyer for Glen 
Kella, said. “Eur op ean regu- 
lation Is only a general 
framework. My client 
repeals one of toe produc- 
tion processes. The regula- 
tions don’t say you can do 
that but they don’t ban it” 


The SWA says the residue 
left after den Kella’s re-dis- 
tillation contains some of 
toe flavours of Scotch. Glen 
Kella says the residue is 
impariti es from the casks in 
which the whisky is 
matured. 

The court bearing before 
Mr Justice Battee is expec- 
ted to last into next week. 

The Glen KeQa distillery, 
which has been developing 
its process for nearly 20 
years, is owned by Mr 
Andrew Dixon and his fam- 
ily. Hie company is plan- 
ning to sell some 3,000 bot- 


tles of its whisky this year 
at £13 (S21) each for its 
blended whisky or £I&50 for 
its single malt version. 

- The Isle of Man is not 
alone hi producing whiskies 
which deviate from the Scot- 
tish norm. India for example 
distils large volumes of 
whis key " as all varieties of 
the spirit are spelt except 
the Scottish version. 

Some Scotch distillers 
themselves are also involved 
in producing "ad-mix" whis- 
key in India by blending a 
small quantity of their spirit 
with local whiskey. 



UK NEWS DIGEST 


Irish premier 
warns IRA 

Mr John Bruton, prime minister of the Republic of 
Ireland, yesterday reaffirmed his coamtftirant to the 
search for a settlement in Northern Ireteid and 


announced plans to visit hbsh? 

annual trip to toe US tor the St Patricks Day celebrations 

MrBratGB warned Sinn Ffifl, the political wingaf 
Irish Republican Anny. that the long-runnmg talks about 
toe ftrture of Northern Ireland would continue without it 
if the IRA failed to abandon violence. 

Writing in toe Belfast Telegraph, a Northe rn Irela nd 
newspaper, Mr Bruton rejected Sinn Fein’s charges Jhat 
toe IRA’s 1994-96 ceasefire had been frittered away by 
British government inaction, pointing out that SmnFein 
had been given “a degree of access unprecedented for a 
political party of lids size". 

Speaking yesterday in the DaiL the lower House of 'toe 
Irish parliament Mr Bruton said the talks remained the 
“primary axis” of contact between the parties, butsajd 
his plans to travel to Belfast were aimed at cementing 
contacts with a wider section of Northern Irish opinion. 

John Murray Brown 


■ TRUCK OBSTRUCTIONS 

Bridge work may be delayed 

Strengthening Britain’s bridges to carry new EU-approved 
404anne trucks may take at least until 2005 at least, the 
House of Commons Transport Committee said yesterday. 
It was supposed to be complete by 1999. 

Hie committee said Britain’s roads and bridges were 
deteriorating fast because of government cuts in the 
Tnt^pnMfP budget “If bridges are unable to cope with 
heavy lorries, they will have to he closed car weight lim- 
ited in some way,” toe committee said. “Such measures 
could isolate many businesses from the road network, and 
there are likely to be many instances where firms will suf- 
fer.” 

Mr Edmund King, head of campaigns at the Royal Auto- 
mobile Chib, said: “Recent high-profile closures of major 
bridge links on busy routes provide an early taste of the 
chaos likely to ensue." George Parker 

TAX COLLECTION 


Bankers protest at new powers 

The British Bankers’ Association yesterday lobbied the 
government in an attempt to block provisions in the 
finanro bin which would give Customs & Excise officers 
new powers to collect unpaid tax. 

A controversial clause in the bill allows officers to 
demand payment of a hill from any bank, company car 
individual that owes money to a taxpayer in default. 

It is understood that the Customs department will seek 
to emphasise that the proposed rules will be used only in 
restricted circumstances and could help save companies 
from insolvency. But the association fears that the rules 
would be used to demand payments from banks. It is also 
concerned that they threaten banks* right to set off 
accounts held by the same customer. Bankers fear Cus- 
toms could target accounts in credit, leaving the bank 
with those in debt. Jfm Kelly 

MERGERS AND ACQUISITIONS 


Non-UK companies invest more 

Companies based outside Britain stepped up their spend- 
ing on UK acquisitions from £lbn ($1.63bn) In the third 
quarter of last year to £2^bn in the fourth, the Office for 
National Statistics reported yesterday. Spending on 
domestic mergers and acquisitions by UK companies 
declined from £8£bn in the third quarter last year to 
£4Jbn in the fourth. Overall, the level of acquisition activ- 
ity in the UK was lower in 1996 than in 1995. The o ffice 
said UK companies spent £lL5bn on acquistions in other 
countries, down from £12bn in 1995. Wolfgang Afimchau 

BCC! COLLAPSE 


Businessman Svas a victim 9 

Mr Abbas Gokal (pictured), the for- 
mer Pakistani shipping magnate 
accused of taking part in a $LZbn 
fraud that led to the collapse of 
Bank of Credit and Commerce 
International, yesterday spoke in 
his defence at the Old Bailey, Lon- 
don's Central Criminal Court The 
prosecution alleges that Mr Gokal 
headed the Gulf shipping empire 
which ran up illegal debts of 
$l.2bn after running into financial 
trouble in the late 1980s. BCCI 
could fund, the loans only by stealing £500m from the 
account of toe Sheikh of Abu Dhabi, the court heard. 

Mr Gokal denied conspiring with BCCI management to 
defraud the bank’s depositors and deceive its auditors 
Price Waterhouse. He denied a further charge of conspir- 
ing with BCCI m a na g ement to account falsely to allow 
the secret funding of his empire to emtinn/n 
His lawyer said Mr Gokal was a victim, not a perpetra- 
tor, of the BCCI fraud. “His companies were Improperly 
used by BCCI, unknown to him, as vehicles for fraud.” Mr 
Gokal’s signature had been forged by BCCI staff on many 
occasions, he said. John Mason 

CONSERVATIVE PARTY 



Premier rebukes health minister 

TTie issue of leader sh i p of the Conservative party re t urn ed 
to the fore yesterday after Mr John Major, tiie prime min- 
ister, told Mr Stephen Dorrell, his increasingly prominent 
chief health minister, that Mr Dorrell had no role in the 
Parer’s attacks on opposition plans far devolution of gov- 
ernment in Scotland and Wales. 

Mr Dorrell contradicted policy on Monday when he 
appeared to suggest that in the long-term the Conserva- 
tives might abolish a Scottish parliament - one of the '» 

main planks of the opposition Labour party plans for con- 

stt tutio nal reform. Mr DorreD’s re-positioning on the 
European Union, from ardent supporter to sceptic, was 
understood to have annoyed Mr Major, who saw~ his • 
moves as a pitch far a leadership contest that would prob- 
ably follow a general election defeat. ■ 

• The gov ernmen t has not ruled out legislation to wrakp 
denyi ng the existence of the Nazi holocaust a criminal : 
offence. Mr Major said yesterday. He told MPs he wanted 
farther consultation with Britain's Jewish community 
before making a final decision. John Rampfner 

INTERNET 


Number of reservations doubles 

The number of British companies reserving their names 
ou the Internet has almost doubled in the past six 
months, with more than 40,000 now registered, according' 
to the latest figures from Nominet, the authority charged 
with assigning names in the DK 

Some of the companies are rushing to register because 
of the risk of finding that their name has already been 
registered by a n o ther sfcuilarly^iaiaed company, says 
Nominet. 

It controls Internet addresses miMnfr wtth .uk tmder 
delegation from the Internet Assigned Numbers Author- 
ity, which is charged by toe voluntary Internet Society : 
with ensuring that names are unique. James Maddntash 


i w : 1 


•;.! iu - ’- 




:.i .... 



\ ‘ ’ - j 



'V»>s , 

^ ... 


- f ’ 







r -p*yr ■>>, ,, » ■ 


' ■SUP 





ft ir^'i .v\ ;*." *■■’-■ 


; v Jr. r "• - r - 

leSrasi- «*,,, ; *v.s 
"****. >^r 7= 2 :.:-w^ . r 
* --L- : r.“ a % ' 

'***•■* :‘\Z::r z *z'£& 

P-fear.: ^ T . . .“" '^•j.v. 

^ ^ £.;c ‘: J -• 



l BSEES ^ 

*«*rk 



‘ ma > be delayed 




"- S<‘ -.^ . 
- .. . 


-.n; -:;r-^- 


7 J,,5 ?n* 

’- - •fs-C 


;‘f=^ 

••^aa&s 

" (P 


.coup 



c -‘-*aw* 

'■^fe 



protest at new powet; 


-. -.■:« :£cs; 

:' l ■ <H“-or-s* a 


■- > -■_ ^c=c.r. 
jc^ 
•■• --•'. zsz i» 
.".•,- == ai E 
-■i- 

t. •: 

■_ . 

■■ri. 


. - >- 


vK ciwnpanii> invest as® 


ft* 

. :: 

. . • 2^5 

f ® ^ 



...• "jj '>.SZ;3 

*?***-■ 

“ v - — -r- 

ft*. •= •• -• 

_ . . ‘ r: 

Hfc »*** v •- 


>- x »‘ ' 



P&t- ' 

■A •*» - ■- • 




MMttan -was a ,,cW .. 


:t'.-. ,v 


' : ^ 
. ■ :■<?£ 


i.V- Lv 




.- ;C*< 




•.• “jCT •■ '. 


ifiW**' •■>• ; "‘-; 

s» 

:ift*r** -• *‘"V 


-'ar-V 


•-■ :<V 


[l^pfrr ^ 


&*ir- 

riln-.Wc- 


'i""’ K 


mgz.-- 

* iST*** * 






IV 9***^' 

»1» ■“ ■' 


•V • ■. 


‘C i* 


•r 

vi^ ? 


f 5 


.■T*- 






FINANCIAL TIMES WEDNESDAY FEBRUARY 12 1997 


ARTS 


S till they come at ns, the 

o®W Series for thfc new 
television season - Par- 
tem TV, The Show, 
Last Chance Lottery, 
and more. It is no flash in the 
pan. Henceforth this will be the 
routine, with the number of new 
seri^ increasing in something 
more than geometric progression 
as Channel 5 comes on stream 
next month, then in bm - ^ g 
(perhaps) digital terrestrial tele- 
vision with its 30 or so channels, 
and, possibly even sooner, digi- 
tal satellite with 200 or more. 
Few if any of these new services 
will offer anything comparable 
in quality to Pride And Pn fo/Hfy 
The House or Drop The Dead 
Donkey: the industry has neither 
the talent nor the money to do it. 
BSkyB which has positioned 
Itself so cleverly at the centre of 
so much of this new activity, 
even in instances where its old 
competitors, BBC and ITV, are 
involved, is already running 
more channels than the whole of 
British terrestrial television, yet 
spending a fraction of the money 
on making programmes. 

And that will be the pattern. 
Most of these networks will buy 
existing material and specialise: 
all food programmes, pay-per- 
view movies, “golden oldies” and 


Television/Christopher Dunkley 


All schlock and superficiality 


so on. When they do create their 
own material, the evidence sug- 
gests it may well be the sort of 
programme already very famil- 
iar to us. locked in a studio and 
spun out of nothing: a bit of topi- 
cal chit chat (but nothing too 
taxing), some jokes (though none 
that might offend), a bit of 
music, a guest or two (though 
nobody too serious), lots of 
bright lights, sets in the colours 
of boiled sweets with dry ice, 
and to present it an, of course, 
some fashionable figure - an 
“alternative” comedian, a disc 
jockey, a sportsman - preferably 
with an accent that keeps forc- 
ing its way into your conscious- 
ness. 

There has been a whole raft of 
programmes of this sort starting 
this season without any help 
from alternative technologies. 
Last Chance Lottery an Channel 4 
on Sa tur da y s is a typical exam- 
ple. A young man described as a 
comedian ambles around a set 


decorated in Playschool colours 
burbling “Smushln*. greet, 
loovely”. The stndio audience, 
who are either on uppers or have 
been whipped into a frenzy by a 
warm-up man, react hysterically 
to every line. “Things went parr 
shaped" says the presenter and 
they howl with mirth. 


H alf an hour after 
that ends Channel 
4 screens another 
called The Show. 
Bob Mills who 
presents it has. In the past, 
proved very fanny describing the 
idiocies of television, and televi- 
sion conventions, using video- 
tapes for examples. Now he will 
have a stock of his own tapes 
providing a mass of fresh mate- 
rial. Like so many before them, 
the team making this pro- 
gramme presumably said, during 
a production meeting, “Honestly 
if yon brought a camera in here 
ft would be so much better than 


anything we’ll ever get in the 
studio". But where modesty and 
common sense have prevailed in 
the past, this lot have actually 
indulged themselves and done it 
So now we get dips of embar- 
rassed and embarrassing 
moments backstage in which the 
T* word is dutifully over-used 
pour fpater les bourgeois. 

Mills opens the show with the 
sort of object-joke routine which 
Clive Anderson borrowed from 
the American chat shows, this 
week holding up what he said 
was Fergie’s next wedding dress, 
with sponsors* logos all over the 
front and a mattress sewn to the 
back. He chats briefly and super- 
ficially with a guest who usually 
has a connection with a recent 
news story (the woman who 
wants to use her late husband’s 
sperm, one of the protesters from 
the tunnels beneath the site of 
the new road) and then - in a 
variety show tradition which 
goes straight back to the 1950s, 


and beyond that to music hall — 
the band provides a musical 
interlude. 

The new Wednesday edition of 
The National Lottery Live on 
BBC1 has the same sort of garish 
set, the same sort of audience, 
trained in the same American 
whooping technique, and, as 
guests, people who have won the 
lottery in the past and managed 
to avoid the subsequent pitfalls 
reported with such glee in the 

tabloids. The tone and atmo- 
sphere are, consequently, indis- 
tinguishable from those in all 
the other studio schlock shows. ■ 
The presenter is former glamour 

model Carol Smillie and there 

are rather more musical inter- 
ludes. Bafflingly the word 
“playing” is repeatedly used to 
describe participation in the lot- 
tery, though if you look at the 
glum people handing over their 
lottery money in newsagents 
every week you would no more 
describe their activity as 


“playing” than you would that of 
the sad people in betting shops. 

Never Mind The Btcsxocks on 
8 BC 2 , of all places, on Fridays 
is, again, studio bound, has, yet 
again, the same fairground look, 
yet another howling audience, 
and a one-time stand-up come- 
dian as presenter (Mark Lamarr). 
This, however, is a quiz show 
and a more entertaining example 
than some, the subject being pop 
music. Contestants are given 
part of a lyric and asked for the 
next line - what comes after “If 
yonng Nigel says he's happy”? - 
or two members of the team 
have to sing the instrumental 

element of some past hit accu- 
rately enough for the third to 
identify it. You can sense an 
entire generation of air-guitar 
exponents playing along with 
this at home. As with presenter 
Angus Deayton in Have I Cot 
News For You, the funniest lines 
tend to be those that have 
clearly been p re-scripted for 


Lamarr, bat the contestants are 
usually knowledgable and funny 
enough to keep their end up- 

Tbe worst of the new series is 
somewhat different Fort eon TV 
on Channel 4 is a television 
spin-off from a wonderful maga- 
zine called “Fortean Times” 
which calls itself “the journal of 
strange phenomena" and 
reports, invariably sceptically, 
on everything from UFOs to 
weeping M adonnas. The televi- 
sion series, presented by a banjo 
player who, for reasons best 
known to himself, wears a black 
bomber jacket and a dog collar, 
appears to take everything seri- 
ously. From ghosts to sea mon- 
sters ft reports as though these 
were as real as double decker 
buses and bagpipes. Even when 
it turns out that the chief prose- 
lytiser of a Swedish lake monster 
is the head of the tourist board, 
this programme does not alter 
its tone of credulousness. It is all 
part of the current attitude in 
television that all things are 
equally plausible: the second law 
of thermodynamics and aromath- 
erapy. universal satanic abuse 
and fox bunting. 

Of coarse on terrestrial televi- 
sion there are also impressive 
new series. We shall come to 
those next time. 


Dance 


Steps of 
wounded 


romance 


P olly Jean Harvey is a 
desolate romantic, a bag 
of bones with a broken 
heart. She also Has a 
spectral charisma, and that is the 
glory and misfortune of Donee 
Hall at Louse Point at the Queen 
Elizabeth Hall, a collaboration 
with the Mark Bruce Dance Com- 
pany, based on her album with 
composer John Parish. 

To the right stands the band in 
a cable tangle, and on the dance 
floor beside them, five dancers 
spin through the small hours. 
Only once does Polly move for- 
ward. but she watches the danc- 
ers with steely concentration and 
compassion, a Cassandra of their 
inevitable calamities. 

“I remember everything” are 
her first words, and at once you 
know that she loves with terror 
and solemnity, gripping at 
grudge, clinging to desire. Her 
banshee wails and whispers cut 
through Parish’s eerie, thrashing 
soundscapes. but do not make for 
easy dancing. Although Bruce 
launched his company in 1994 
with Love Sick, also set to Har- 
vey’s songs, here movement must 
compete with her magnetic pres- 
ence, and it is always a struggle 
to tear your eyes from her when 
she sings. 

Bruce wittily picks up on some 
of Harvey’s gestures - her flat- 
tering, splayed band recurs as an 
image of butterfly flight and 
entrapment, trembling down a 
lover’s back, then clenching into 
annlock. The dancers echo the 
unexpected glee with which Har- 
vey gulps at her torment: they 
lunge towards caress. 

In this world, men are at once 
groping seraphim and sadsack 
desperados, and Bruce’s two 
blokes often mark time gurtung 
on the sidelines. Women win the 
best moves: Bruce knows that 
when it comes to reeling in 
hearts, the hips have it. Two 
women dancing together is the 
closest anyone comes to fun, 
practising their lush winding, fit- 
ting to each other’s curves like 
snuggly snakes. 

It is this whiff of time-forgotten 
ambience that is the evening’s 
strength. Joanne Fong has 
designed skimpy dresses in 
which to flirt the night away and 
wake next morning to find fan- 



Compefling star with spectral charisma: Polly Jean Harvey 


tasy crumpled in the pocket The 
voluptuous Fong also leads the 
dance, propping up flesh on a 
slender foot, teasing and tor- 
mented with the seduction 
groove. 

Thankfully , the show is more 
obviously witty than the album. 
Where Harvey and Parish’s ver- 
sion of the Peggy Lee standard 
“Is that all there is?” had 
sounded like an intensive-care 
waltz, here it captures a wry 
fatalism. Down comes a glitter - 


ball, and Fong mooches over to 
Polly to share a boozy twirl of 
abandonment. They smile and 
twitch dismissive hands - the 
game of love and mischance may 
be a bad one, but it’s the only one 
they know. 

Harvey’s songs make a religion 
of wounded romance, and we are 
shown a forlorn trio of angels 
stretching their arms over a 
sweaty back-seat coupling. This 
is a rare interpretive gesture, and 
if Bruce’s imagery were as bold 


as his atmospherics, if he had 
been able to infiltrate Harvey’s 
vengeful wraith into bis choreog- 
raphy, Dance Hall would bave 
been more than a showcase for a 
compelling star. 


David Jays 


Further performances at the 
Newcastle Playhouse (February 
17, 18, Z9J, and the Oxford Play- 
house (February 21). 


Theatre/Ian Shuttleworth 


Misfits at the Citz 


T he Glasgow Citizens’ 
phase a decade or so ago 
of “marvellous designs, 
acting all over the place” 
was before my time as a profes- 
sional critic, but after seeing the 
theatre's current main bouse pro- 
duction I now feel 1 have some 
little idea of that phenomenon. 

Its twin studio presentations, 
though, exhibit few disjunctions. 
Ian McEwan’s Conversation With 
A Cupboard Man is skilfully 
directed and designed by Jon 
Pope, adding a visual dimension 
beyond the simple re-enactment 
of the narrator’s tale. As the Cup- 
board Man recounts the history 
of his warped personal develop- 
ment - he was at first held back 
by a possessive mother, later 
forced to grow up at a dizzying 
pace when she effectively grew 
bored with him - and explains 
his infan tilism and hunger for 
the safety of enclosure, actor 
Brendan Hooper negotiates a 
two-inch-deep pool of water, 
alternately avoiding it and 
immersing himself in it Michael 
Lancaster’s fine lighting provides 
further augmentation, as does an 
astounding act oF God at one 
point: as the protagonist tells of 
being locked into a commercial- 
sized oven. Hooper’s wet hair 
begins gently to steam under the 
lights. He gives a strong, defi- 
antly blunt performance, but the 
story itself and the 55-minute 


show add up to little more than a 
curious if sombre diversion. 

Upstairs, Robert David Mac- 
Donald directs his own transla- 
tion of what he has chosen to call 
Strindberg’s Miss Julia with a 
strangely restricted tone. Mac- 
Donald's production is about 
class much more than sex: Jean 
the footman (Michael Albertson) 
is all uppity self-importance, par- 
ading a high opinion of himself 
which kitchen-maid Kristin has 
heard so often she can recite it 
with him, Andrea Hart’s Miss 
Julia is every inch the conde- 
scending patrician, engaging in 
cool verbal fencing with Jean but 
showing no deep emotion. Since 
the reversals of the play depend 
upon the protagonist's sexually 
generated journey to distraction, 
this approach effectively leaves 
much of the action unexplained; 
after 80 quite passionless min- 
utes. Miss Julia goes to her death 
seemingly out of an incompre- 
hensible sense of social obliga- 
tion rather than in the depths of 
a primarily sexual despair. 

A 

Antony McDonald moves away 
from his primary field of opera to 
direct and design William 
Wycherley's The Country Wife in 
the main house. The curtain rises 
on Henry Ian Cusick as Homer, 
languishing in bed amid a huge 
puce parallelogram, explaining 
his stratagem (of pretending to 


be a eunuch in order to gain priv- 
ileged access to a stream of soci- 
ety ladies) with inappropriate 
and unappealing weariness. He 
and his fellow rakes gad about 
abstract geometric representa- 
tions of 17th-century London clad 
in leather and Lycra and with a 
kind of polymorphously perverse 
lassitude. 

The word “romp" is plainly not 
in McDonald’s vocabulary. Char- 
acters move, with sometimes 
ludicrous gratuitousness, to dan- 
gling microphones in order to 
deliver their asides, and the sex- 
ual shenanigans contain all the 
bawdy comedy of an extended 
edition of Come Dancing. Mark 
Aiken as Pinchwife is coldly 
rather than hotly jealous of his 
innocent young bride; Amy Rob- 
bins as his sister appears to have 
been told that the play is the 
tragedy of Alithea’s compromised 
honour. Siobhan Stanley injects 
some sorely-needed vampish 
humour as (Ady Fidget, but in 
general, when characters do find 
themselves in the same play, it is 
not one recognisable from the 
title. A few years ago the West 
End saw a musical adaptation of 
The Country Wife entitled Lusr, 
McDonald seems to prefer 
Louche. 


All shows run at the Citizens 
Theatre. Glasgow until March 1 
(0141-4294)022). 


T here is really no orches- 
tral music by Brahms 
that could be called 
“ unfamiliar ”; he was too 
self-critical to publish anything 
that did not represent his best 
That has not dampened the Bar- 
bican celebrations of the cente- 
nary of his death, which are 
drawing full houses for familiar 
masterpieces. For chorus with 
orchestra, however, there are a 
few neglected pieces, and Sir 
Colin Davis has managed to 
include three of them in his Lon- 
don Symphony programmes. 

We heard two of them on Sun- 
day, sandwiched between the 
Tragic Overture and the First 
Symphony. Both NOrde, op. 82 - 
menia, a funeral song - and the 
op. 54 Schicksalslted (Song of 
Fate) are serenely elevated 
pieces, one about the inescapable 
death of Beauty, and the other 
contrasting celestial beatitude 
with human turmoil. The poets 


Concert 


Seamless 

Brahms 


were respectively Schiller and 
HOlderlin. The London Sym- 
phony Chorus made a lovely, 
seamless sound, and Davis led 
them with all due tenderness. A 
week earlier they had performed 
the Gesang der Parzen, too. It 
was puzzling, though, that Davis 
had not found room for Rinaldo, 
the stem dramatic cantata op. 50; 
that really is neglected. 

“Seamless" and “serene" were 
proper epithets for Davis’s 
accounts of the overture and the 
symphony too. The dramatic 
junctures were measured and 
temperate, rarely sudden: he was 
more concerned to make the 


orchestra sing. From top to bot- 
tom, the orchestral textures per- 
mitted voices to rise out and be 
heard - and not only Roy Cart- 
er’s oboe, which was a precious 
ornament in all the music. The 
balance was a continuous mar- 
vel: Davis's experience and the 
LSO’s expertise combined to illu- 
minate everything. 

One would not have minded 
some sharper drama in the First 
Symphony, winch was almost too 
seamless. It took Brahms years to 
complete, but be was a young 
man when he began It, whereas 
Sir Colin turns 70 this year. He 
gave us a long, judicious view of 
a turbulent work, not a dramatic 
re-enactment. But that had its 
own mature rewards. 


David Murray 


Remaining Brahms concerts at 
the Barbican, and St. Giles' Crip- 
plegate, on March 13 and 16. 


Armstrong; 6pm; Feb 16 



BONN 


AMSTERDAM 


OPERA 

Oper der Stadt Bonn Tel: 
49-228-7281 
• Samson et Daiila: by 
Saint-SaSns. Conducted by Marc 
Soustrot, performed by the 
Orchester der BeethovenhaJle 
Bonn and the Oper der Stadt 
Bonn. Soloists include Lucia 
Nav&ffo, Alexei SteManko and 
Anooshah Golesorkhi (premiere); 
7pm; Feb 16 


353-1-6711888 
• Jose Miguel Moreno: the 
guitarist performs works by de 
Morales, de Sermlsy, MHan and 
de Narvaez. Part of Dublin Guitar 
Week; 1.05pm; to Feb 21 


sand mosaics, ceremonial body 
decoration, headpieces and 
ephemera; to Feb 16 


media and highlights hts 
contributions to 20th century art; 
from Feb 16 to May 18 


OPERA 

National Concert Hall Tel: 
353-1-6711888 
• II Trovatore: by Verdi. 
Conducted by Noel Davies and 
performed by Lyric Opera 
Productions. Soloists Include 
Khosrow Mahsoori, Sarah 
Sweeting, Linda Hlbberd and Irakli 
Grivalashvilli; 8pm; Feb 13 


JA2Z & BLUES 
Purcell Room Tel: 
44-171-9604242 
• A Tribute to Fats Waller, 
soloists include pianist Keith 
Nichols, bass player Peter 
Morgan, drummer Laurie 
Chescoe, guitarist Jim Douglas, 
saxophonist John Barnes and 
trombonist Ftoy Williams; 8pm; 
Feb 14 


MONTREAL 


CONCERT 
Concertgebouw Tel; 
31-20-6718345 

• Sch&nberg Ensemble and De 
Houdini's: perform works by 
Adams, Ellington, Weill, Evans' 
Davis and Brubeck; 3pm; Feb 15 


JAZZ & BLUES 

Bimhuis Tel: 31-20-6233373 
• Art Farmer & Charles 
McPherson & Trio Rein de Graain 
with trumpeter Art Farmer, alto 
saxophonist Charles McPherson, 
pianist Rein de Graaff, doubte 
bass-player Koos Serierse ana 
drummer Eric Ineke; 9pm; Feb 13 


■ DETROIT 

EXHIBITION 

The Detroit Institute of Arte Tel: 
1-313-833-7963 
• Early 20th-Century German 
Prints from the Permanent 
Collection; exhibition featuring 
prints by artists including Emil 
Nokfe, Erich Heckel, Kathe 
Kollwitz, Otto Mueller and Ludwig 
Wrchnen from Feb 13 to Apr 20 


HAMBURG 


CONCERT 

MusikhaUe Hamburg Tel: 
49-40-346920 

• NDR-SInfonieorchester with 
conductor Herbert Blomstedt and 
violinist David Ganrett perform 
works by Mendelssohn and 
Beethoven; 8pm; Feb 16 (1 1am), 
17 


THEATRE 

Wyndham’s Theatre Tel: 
44-171-3691736 
• Art by Reza. Directed by 
Matthew Warchus (in Engfeh). 

The cast includes Albert Finney, 
Tom Courtenay and Ken Stott; 
Tue-Sat 8pm, Sun 5pm, Wed also 
3pm, Sat also 5pm; to Oct 4 (Not 
Mon) 


EXHIBITION 

Montreal Museum of Foie Arts 
Tel: 1-514-285-1600 
• Joe Faferd - The Bronze 
Years: a hundred figurative 
sculptures executed by Canadian 
artist Joe Fafard between 1983 
and 1995 show the evolution of 
the artist's work after he turned 
from ceramics to master bronze 
and its patinas; to Feb 16 


appealing draughtsmen of the 
18th centuiy. This exhibition 
features the work of Domenico 
Tiepolo in the museum’s 
collection, which includes one of 
the largest concentrations of his 
drawings in the world; to Apr 27 


NEW YORK 


LOS ANGELES 


DRESDEN 


LONDON 


BERLIN 


OPERA 

Deutsche Oper Berlin Tel: 
49-30-3438401 

• Der Ring des Nibelungeru Die 

WalkOre: by Wagner. Conducted 
by Jiri Kout, performed by the 
Deutsche Oper Berlin. Soloists 
include Stig Andersen. Matti 
Salmlnen, Robert Hale and Karan 


CONCERT 

Sdchstsche Staatsoper Dresden 
Tel: 49-351-49110 
+ Messa di Requiem: by Verdi- 
Conducted by Giuseppe SinopoR 
and performed by the Choir of the 
SSchsischen Staatsoper Dresden. 
Soloists include Alessandra Marc, 
Ulla Slppola and Vincenzo La 
Scola; 8pm: Feb 13, 14 


CONCERT 

Queen Elizabeth HaA Tel: 
44-171-9210600 
• George Winston: the pianist 
performs a musical tribute to the 
seasons; 7.45pm; Feb 13 


DUBLIN 


CONCERT 

National Concert Hall Tel: 


EXHIBITION 
Concourse Gaflery, The 
Barbican Tefc 44-171-6388891 
• Dreamtngs - "nukunpa. 
Aboriginal Art of the Western 
Desert exhibition featuring 34 
aboriginal artists. The paintings 
derive from ancient art forms of 


EXHIBITION 

MOCA at CaBfomia Plaza Tel: 
1-213-626-6222 
% Ellsworth KeHy: A 
Retrospective: a complete survey 
of the artist’s paintings and 
sculptures, spanning five 
decades, beginning in the late 
1940s when Kelly first began to 
formulate the reductive visual 
language which he has continued 
to develop throughout his career. 
Wrtft about 80 paintings, 20 
sculptures and 100 works on 
paper and photographs, the 
exhibition offers a comprehensive 
view of the relationships among 
Kellys bodies of work in various 


EXHIBITION 

Solomon R. Guggenheim 
Museum Tel: 1-212-423-3600 

• Rrose is a Rrose Is a rrose: 
Gender Performance in 
Photography: exhibition examining 
the ways in which identity is 
theatrically constructed in 
photography, both through 
performance for the camera and 
technical manipulation of toe 
image. The works range from Man 
Ray's 1921 portrait of Marcel 
Duchamp as his feminine 
alter-ego Rrose S&avy to toe 
serf-portraiture and 
computer-generated images of 
contemporary artists; to Apr 27 
The Metropolitan Museum of 
Art Tel: 1-212-879-5500 

• Domenico Tiepolo: Drawings, 
Prints and Paintings In The 
Metropolitan Museum of Art the 
son and collaborator of 
Giambattista Tiepolo, Domenico 
Tiepolo was a gifted artist in his 
own right and erne of the most 


■ PARIS 

CONCERT 

MaJson de Radio France Tel: 
33-1 42 30 22 22 

• Orchestra National de Lille: 
with conductor Arturo Tamayo 
and pianist Flo rent Boffard 
perform works by Dao, Fenelon 
and Bayer 5.30pm; Feb 15 
ThOttre du ChStetet Tel: 33-1 42 
33 00 00 

• Koninklqk 

Concertgebouworkest with 

conductor Fticcardo Chailfy 
perform works by Stravinsky, 
Rossini, Bartok and R. Strauss; 
5pm; Feb 16 


EXHIBITION 

Mus6e du Louvre Tel: 33-1 40 20 
50 50 

• L'Astronome et Le G6ographe 
de Vermeer, r6unis: display 
marking the reunification of two 
works by Vermmer for the first 
time in two centuries: i’Astronome 
and le G66graphie, the latter 
piece being sent to Paris on loan 
by the St&deJ Museum, Frankfort; 
to Mar 16 


Listing compiled and supplied 
by ArtBase The Internationa] 
Arts Da ta bas e , Amsterdam, The 
Netherlands. Copyright 1997. All 
rights reserved. 

Tot 31 20 664 6441. E-mail: 

artbaseOpLnet 


WORLD SERVICE 


BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 
(Central European Time) 


MONDAY TO FRIDAY 
NBC/Super Channel: 


07.00 

FT Business Morning 


10.00 

European Money Wheel 
Nonstop live coverage 
until 15.00 of European 
business and the 
financial markets 


17.30 

Financial Times Business 
Tonight 


CNBC: 


08.30 

Squawk Box 


10.00 

European Money Wheel 


18.00 

Financial Times Business 
Tonight 
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Edward Mortimer 


The moral maze 

The dilemmas of African conflict cannot be avoided by 
identifying one side as victims and the other as aggressors 


The return of some 600.000 
Hutu refugees to Rwanda in 
November gave the interna- 
tional community good rea- 
son to shelve an ill-thought 
out plan for military inter- 
vention in eastern Zaire. 

It suited many govern- 
ments. especially the US 
administration, to accept 
the official Rwandan claim 
that the only Hutus remain- 
ing on Zairean soil were a 
hard core militiamen and 
soldiers loyal to the ousted 
regime - those who had car- 
ried out the 1994 genocide. 

In tact, hundreds of thou- 
sands of Rwandans had fled 
deeper into Zaire, along 
with 150,000 refugees from 
Burundi and at least 300,000 
displaced Zaireans. Most 
have since been wandering 
in the forest, out of reach of 
any relief effort, and are 
now in a desperate condi- 
tion. 

Ten days ago Ms Emma 
Bonino, the European 
Union's humanitarian 
affairs commissioner, found 
some of them in a makeshift 
camp near Kisangani. Horri- 
fied by what she saw, she 
returned to Brussels fulmi- 
nating against those, includ- 
ing the US government, that 
were attempting to play- 
down the crisis. 

Some relief agencies have 
gone further, accusing the 
US of a deliberate cover-up. 
Mr Nicholas Stockton, emer- 
gencies director of Oxf am 
UK & Ireland, says that on 
November 20 he was shown 
US aerial photographs 
which “confirmed, in con- 
siderable detail, the exis- 
tence of 500,000 people dis- 
tributed in three major and 
numerous minor agglomera- 
tions' 1 . Yet three days later 
the US military claimed 
they had located only one 
si gnifican t cluster of people 
which could be identified as 
former members of the 
Rwandan armed forces and 
militias. 

While Ms Bonino was in 
Zaire, Mr Stockton was tell- 
ing a conference in Oxford 
that “as many as 400,000 ref- 
ugees and unknown num- 


bers of Zairean displaced 
persons have, in effect, been 
airbrushed from history”. 
He blamed not only the US 
government but also “jour- 
nalists and other seasoned 
observers” who had failed 
to expose the cover-up. 

At one level, the agencies 
are simply hitting back at 
the media which “debunked 
their apocalyptic warnings”, 
as Mr Stockton puts it. after 
refugees whom they bad 
depicted as being at death's 
door poured back into 
Rwanda In November in 
robust health. 

But in calling for an 
armed rescue mission the 
agencies found themselves 
alongside some strange 
allies: not only the French 
government and media but 
also President Mobutu Sese 
Seko of Zaire, who hoped 
such an Intervention would 
help him regain control of 
his country. The Hutu mili- 
tia leaders also hoped it 
would reverse the blitzkrieg 
of Zairean rebels and Rwan- 
dan troops driving them 
away from the frontier. 

Opposing intervention 
was virtually the whole 
establishment of the 
English-speaking world - 
from traditional right-wing 
non-interventionists, 
through many of the most 
respected Africa specialists 
among diplomats and jour- 


nalists, to human rights 
workers who are normally 
critical of western policies. 

Why? The UK and US gov- 
ernments. along with most 
anglophone commentators 
on African affairs tend, with 
some good reasons, to 
approve of the present gov- 
ernments in Rwanda and 
Uganda. 

President Yoweri Muse- 
veni, by far the most 
enlightened and effective 
ruler of Uganda since inde- 
pendence, has begun to puli 
his country round after the 
disastrous Amin-Obote era. 
And the Rwandan Patriotic 
Front - which succeeded In 
ousting a regime responsi- 
ble for genocide - did face a 
real threat of revenge from 
the militia which remained 
in control of the refugee 
camps. 

Similarly, it is hard not to 
sympathise with Mr Laur- 
ent Kabila, the Zairean 
rebel leader, in his cam- 
paign to overthrow the cor- 
rupt and despotic Mobutu 
regime. 

Yet in some francophone 
media, notably Le Monde, 
the leading French newspa- 
per, these sympathies are 
transmogrified into a sinis- 
ter Anglo-Saxon conspiracy. 
Indeed. Le Monde’s corre- 
spondents seem still to 
regard Africa as a battle- 
ground between franco- 



Poppertao 

November's return of refugees did not end the problem 


phone and anglophone civil- 
isations. 

Frustrated by the EU’s 
failure to unite behind Ms 
Bonino’s call for action, 
they accuse northern 
Europe of having a soft spot 
for "the authoritarian but 
effective regimes in power 
in Rwanda and Uganda", 
and of going along with an 
American plot to “export 
instability” into both Sudan 
and Zaire - states they 
believe the US now wants to 
see broken up. 

Relief workers should be 
worried when they find 
themselves echoing this 
kind of conspiracy theory 
and beating the drum for 
western military interven- 
tion in a complex and fast- 
moving African conflict 

Most are aware that feed- 
ing refugees Is seldom a 
neutral act It may discour- 
age thgm from going home 
when they could safely do 
so; it may destabilise the 
local economy; it may (as it 
did with the Rwandan Hutu 
militias and the Cambodian 
Khmer Rouge) help the 
authors of atrocities to 
re-form their troops for a 
new assault 

But to draw attention to 
such dilemmas is not to 
solve them, and sympathy 
from some governments or 
parties does not entitle one 
to ignore evidence that their 
policies are causing large- 
scale suffering. Agencies 
which have as their raison 
d’etre the relief of suffering 
cannot or anyway should 
not, consider leaving chil- 
dren to starve or force refu- 
gees home against their wifi 
as acceptable policy options. 

Mr Stockton has a point: 
if it is wrong to treat all 
sides in a conflict as equally 
guilty, it is no less wrong to 
regard everyone on one side 
as victims and everyone an 
the other as aggressors or 
mass-murderers. 

When hundreds of thou- 
sands of men. women and 
children are driven into the 
forest at gunpoint and left 
to starve, such justice is 
rough indeed. 



From Mr Brian Reading. 

Sir, Samuel Brittan’s 
instinct tells him that Ger- 
many will meet the Maas- 
tricht budget deficit crite- 
rion In 1997 (“Pitfalls on the 
euro road", February 10). 

But his chart demonstrates 
that Germany will fail the 
Maastricht public sector 
debt criterion. This requires 
that the ratio of public sec- 
tor debt to gross domestic 
product should not exceed GO 
per cent “unless the ratio is 
sufficiently diminishing and 
approaching the reference 
value at a satisfactory pace". 

The Organisation for Eco- 
nomic Co-operation and 
Development estimates that 
Germany's debt ratio on 


Maastricht definitions was 
6L3 per cent or GDP in 1996 
and forecasts this will rise to 
63.2 per cent In 1997 followed 
by 64 per cent in 1998 ( OECD 

Economic Outlook December 
1996). Moreover, it will then 
have risen every year since 
199L Far from diminishing 
and approaching the refer- 
ence value at a satisfactory 
rate, it is increasing beyond 
the reference value and at 
an accelerating rate. 

It is easy to see why. A 
budget deficit of 25 per cent 
of GDP, which is probably 
the best Germany can hope 
far In 1997, increases debts 
by 4.7 per cent (23 times 100 
divided by 61. 2). So unless 
nominal GDP grows by 4.7 


per cent or more, the debt to 
GDP ratio rises. The OECD 
forecasts only 3.4 per cent 
nominal GDP growth tffls 
year (23 per cent real), 
which is on the generous 
side. So if the German gov- 
ernment adopts as rigid an 
interpretation of the 60 per 
cent debt criterion as Sam- 
uel Brittan suggests it is 
adopting with regardthe 3 
per cent deficit criteria, it 

will need to cut its budget 

deficit to below 2 per cent of 
GDP in order that its debt 
ratio shrinks. But then nom- 
inal GDP growth would slow 
to l ess than 3.4 per cent. 
pairing an even bigger defi- 
cit cut necessary to meet the 
debt criteria. Only further 


drac onian deficit cuts, 
accompanied by substantial 
monetary easing, sufficient 
to push the D-Mark even 
lower, thereby boosting- 
growth, inflation and nomi- 
nal GDP, can square 
Germany’s vicious defi- 
cit/debt circle. This wont be 
forthcoming. 

Germany cannot adopt a 
rigid interpretation, of all 
Maastricht criteria without - 
r ul in g itself out. Selective 
rigidity is simple hypocrisy. 
But the criteria are eco- 
nomic nonsense anyway. 

Brian Reading, 

83 Shakespeare TOwer. 
Barbican. 

London EG 2 Y SDN, UK 


Dismaying drop in aid by rich nations 


From Mr James Gustave 
Speth. 

Sir, I read Graham Bow- 
ley’s article. “Rich nations 
male* sharp cuts in aid” 
(February 6) with both plea- 
sure and dismay. 

The pleasure steins from 
your bringing attention to 
an extremely important but 
comm only ignored issue — 
the confirming decline in aid 
to developing countries from 
richer industrialised coun- 
tries. 

The source of dismay is 
obvious. The drop (a 9 per 
cent reduction between 1994 
and 1995) spelled out in the 
new report by the Organisa- 
tion for Economic Co-opera- 
tion and Development is 
grim news for the 35bn peo- 
ple who live on less than $2 
a day. It is equally grim 
news that some industria- 


lised countries feel they can 
afford to ignore or isolate 
themselves frtHn the plight 
of two-thirds of humanity. 
.Governments everywhere 
must recognise that prob- 
lems like poverty, disease, 
drugs, and violent conflict 
need no passport to cross 
national boundaries. And for 
those who look only at the 
bottom Rna, development aid 
still makes sense. Develop- 
ing countries, where an esti- 
mated 80 per cent of the 
world’s consumers live, is a 
vast untapped market for 
industrialised nations. Assis- 
tance that builds open econ- 
omies and raises people’s 
purchasing power leads to 
better investment cHmatea 
and more imports from 
richer nations. 

Isn’t it sadly ironic that 
just when the cold war is 


over we are freed at last 
from its distorting effects on 
development assistance, and 
just when the developing 
world's needs are growing, 
and just when we have a 
greater under standing of the 
powerful link between peace 
and development, the indus- 
trialised countries slash 
their aid budgets? 

The challenges of today 
and the next century cannot 
be met without a revitalised 
commitment to development 
co-operation. And to meet 
these challeng e s, OUT world 
today needs more develop- 
ment assistance, not less. 

James Gustave Speth, 

adiiiin k trfl l n r- 

United Nations Development 
Programme, 

One United Nations Plaza, 
New York NY 10017. US 


Two-tier board no guarantee in a crisis 


From Mr RJd.C. Hubbard. 

Sir, I hope Lord Ezra 
(Letters. February 4) has not 
fallen into the trap erf believ- 
ing that one swallow neces- 
sarily makes a summer. 

Having suffered the 
unpleasant experience of 
serving on the supervisory 


board of a substantial Ger- 
man company winch got into 
serious financial diffiraittiftR , 

I have no reason to believe 
that the two-tier board 
structure proves superior to 
the UK system when it 
comes to resolving such 
problems. 


To suggest that individual 
cases may give good reason 
far malting blanket rules is 
rarely sound practice. 

RJ>.C. Hubbard, 
Meadowcroft, 

Wmdlesham, 

Surrey GC20 6BJ, UK 


Currency 
only for a 
superstate 

From Mr Christopher George. 

Sir. In his article “Theatre 
of the absurd" (February 7) 
Philip Stephens chooses to 
ridicule the recent speech in 
Brussels by John Major, the 
prime minister, by suggest- . 
ing that it insults voters ; 
“presumed too witless” to 
realise that they are being 
led into a European super- 
state. 

But the issue is that no 
European voter is being 
asked what he thinks, nor is 
he likely to be. If a single ; 
currency is to work, and 
work it must if it is worth 
doing at all, then a federal 
Europe is a necessity. ' • 

This truth is seen very 
clearly by outside observers, 
as your own editorial on the 
reactions of American visi- 
tors to Davos stated (“Amer- 
ica forever”, February 6). 

Why is it that so many 
journalists and pohticlans.ln 
Europe cannot? 

Christopher George, 

The Old Police Station, ■ 

22 Chapel Street, 

Wem, 

Shropshire SY4 5ER, UK 


The new fat controllers 


m vx it u' w ayu 

Howto 

choose 

the hardware 

when you’ve 
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If you're compiling a short 
list of' Windows NT* hardware, 
based on the Intel * Pentium* or 
Pentium * Pro processor, 
take note: Only one company 
- Digital - has tievdoped a 
line of servers, workstations, 
desktops, and notebooks that HiNcie" uifm u 
was truly born to run Windows NT. 

One more point to jot down: Our 
<j — heritage in multi- 
vendor integration 
and enterprise level 
™ u ' computing makes 
Pnarr. zx us uniquely qualified to help 

you migrate smoolhly to this robust 
operating system. __ . 

Add the fact that 
we have utilized 
our alliance with 
Microsoft " to offer 

you unparalleled service and support. 

and your choice becomes 
even easier. Remember, 
you chose Windows NT 
to let your users access 
mission-critical data 
from their desktops and notebooks. 

Make sure your 
I II iffinnEHl new hardware is 
WHATEVER IT TAKES* up to the task. 

For more information, please contact 
Digital Equipment Corporation (Europe), 
Personal Computer Business Unit 
Europe. 12. Avenue dcs Morgincs. C.P. 

176. CH-1213 Petit-Lancy I, Geneva. 
Switzerland, or visit our Web site at 


http:ffzeww.winJowsdigitaf.com 
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a a MCi a DVM EntnM CofpMan tnM. Fteraun. 
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A Winchester-based coach 
operator could soon be run- 
ning the Scottish rail net- 
work. A French group 
involved in waste manage- 
ment is already In charge of 
a large chunk of London's 
commuter trains. A previ- 
ously little-known group of 
businessmen from the bus 
industry has won four fran- 
chises covering much of East 
Anglia and south Wales. 

The privatisation of the 
British rail network - com- 
pleted with Monday's 
announcement of the provi- 
sional winner of the last pas- 
senger franchise - has 
brought new faces to the 
management of Britain's 
railways. With 25 passenger 
and four freight rail fran- 
chises let. the bulk of the 
new operators will be 
broadly based service groups 
with interests in several 
transport sectors. 

Some of these companies 
originated outside the UK. 
Two French companies, 
CGEA and Via GTI, have 
acquired passenger fran- 
chises - though foreign own- 
ership of French rail 
operations remains effec- 
tively barred by SNCF, 
France's national railway 
company. And Wisconsin 
Central Transportation, a US 
rail freight group, has 
acquired the bulk of BR's 
freight business. 

French companies have a 
head start in their attempt 
to establish pan-European 
transport businesses. They 
have a century of experience 
providing bus, rail, tram and 
metro services to local 
municipalities in France. Via 
GTI runs automated metros 
in Lille and Lyon, and CGEA 
runs trains in Brittany and 
the French Riviera. 

• But many of the prizes of 
British rail privatisation 
have gone to bus companies 

which emerged from the 
deregulation and privatisa- 
tion of the UK industry in 
the mid-1980s. 

Seven of the 25 passenger 
franchises are in the hands 
of the country's UK’s three 
largest quoted bus compa- 
nies - FirstBus, Stagecoach 

and Go-Ahead. MTL, a bus 

group planning a stock mar- 
ket flotation later this year, 
has won another two. 
National Express, the 
long-distance coach opera- 
tor, has taken five of the pas- 
senger franchises. 

Other transport groups 
have also expanded into raiL 
Mr Richard Branson’s Virgin 


Charles Batchelor on the mix of 
companies running Britain’s trains 
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Group - which operates an 
international airline - has 
promised to apply its mar- 
keting and customer service 
skffls to its two franchises. 

Sea Containers, Mr James 
Sherwood's ferries and con- 
tainers group, has taken the 
franchise to run Great North 
Eastern Railway, the former 
Intercity East Coast line 
between London and Edin- 
burgh. Mr Sherwood’s enthu- 
siasm for railways has 
already brought the Venice- 
Simplon Orient Express and 
a minority stake In the lux- 
ury railway in Malaysia and 
Thailand into Sea Contain- 
ers’ portfolio. 

Second in the franchise 
bidding league is Prism Rail 
- it has four. Its founders 
made money from r unning 
regional bus companies and 
have since floated the com- 
pany on the Stock 
Exchange’s junior Alterna- 
tive Investment Market, 
where its shares are trading 
at more than four times 
their issue price. 

Prism’s Aim success has 
been followed by GB Rail- 
ways, which was listed last 
month after acquiring Ang- 
lia Trains, its first and only 
franchise. It was set up by 
two Canadians, Mr Michael 


■"JoirWjr Mtti ma nagwrant' 




Schabas. a rail consultant, 
and Mr Max Steinkopf, a 
lawyer, who came to the UK 
to work od the Canary 
Wharf office development 

Passenger franchising has 
attracted the headlines but 
BR's freight operations have 
also passed into private 
bands. Wisconsin Central 
Transportation, a small US 
freight company, has 
acquired most of the indus- 
try with a promise to revive 
a declining sector. 

It is pushing through staff 
cuts, attempting to revive 
the market far single wagon 
or part train shipments 
abandoned by BR as unprof- 
itable, and is introducing 
new locomotives and a mod- 
em radio transmission sys- 
tem to link train drivers to 
headquarters. 

“We have had people over 
from the States looking at 
how we do things," says Mr 
Ian Braybrook, mana^ny 
director of English Welsh & 
Scottish Rahway, its UK sub- 
sidiary. “The Americans 
couldn’t believe how primi- 
tive train communications 
were.” 

Wisconsin plans to inter- 
change best practice 
between its US operations. 
New Zealand, where it took 


over the rail network . in 
1993, and the UK wherever 
opportunities arise.-. 

British transport groups 
have yet to buy into rail is 
continental Europe - though 
the Stagecoach bus group 
last September acquired 
S web us, the national bus 
operator in Sweden.' . But 
many regard the UK market 
as a testbed to hane ; trans- 
port m«TiBp»w nrii alriTb: for 
the Europe-wide market they 
believe will develop.: ■ 

“It is no chance that we 
are sitting here with Via 
GTI." Mir Martin Baffihger, 
managing dfrectar cf ^the 
Newcastle-based. Go-Ahead 
bus group, at yesterday* 8 

aminuneMnwt fr nf thecompa- . 

Dies’ joint acquisition of the 

Th awwtlinlt frannjilafe 

“The Maastricht conver- 
gence criteriaareforctag 
every country in Europe to 
consider public spendtog lev- 
els, particularly. in 'the field 
of transport With etty.- 
ln Europe faring strshgifi 8- 
tion by the car,' the ably sen- 
sible solution is to go for ‘ 
same ham of pri rv atisa tion." . 

Some may ftuL'but the 
their experience holds -fhe . 
promise of « better: deal for 
both the passengeiLand the 
freight customer: "... r . 
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Competition 

on the line 


A final posh is being mounted 
in the World Trade Organisa- 
tion this week to conclude by 
midnight on Saturday an agree- 
ment to liberalise trade in basic 
telecommunications services. 
The result will have important 
consequences, both for one of 
the world’s most dynamic 
industries and for the WTO. 

An agreement would under- 
pin the rapid structural change 
under way in the industry in 
two main ways. First, it would 
help speed up liberalisation. 
Since the first round of negotia- 
tions broke down last April, 
when the US rejected other 
WTO members* offers as inade- 
quate, more and better pledges 
have been tabled. Though some 
countries are only promising 
not to reverse existing policies, 
others are offering to open their 
markets faster than previously 
planned. 

Secondly, an agreement 
would create, at least in 
embryo, a global regulatory 
framework for telecommunica- 
tions. Many participants are 
prepared to subscribe to a set of 
principles designed to ensure 
fair competition in their mar- 
kets. The principles, like coun- 
tries* liberalisation commit- 
ments, would be legally binding 
and enforceable through WTO 
disputes settlement procedures. 

Clear and effective rules 
j would bring several benefits. As 
i well as favouring pro-competi- 
tive behaviour, they could 
encourage policy convergence 
and greater predictability in a 


Thai medicine 


For three years now the Thai 
government has been battling 
with a ghost: the ghost of 
Mexico. The Bt99bn ($2bn) 
spending cuts agreed by the 
cabinet yesterday, worth around 
2 per cent of gross domestic 
product, are another attempt to 
dispel this spirit of crises past 
The package is certainly a step 
In the right direction. But it will 
be a while before' investors take 
the country off the list of mar- 
kets to watch. 

Thailand is not Mexico. There 
are some important similarities 
between Thailand's economic 
problems and those which 
Mexico faced in 1994: notably, a 
ballooning current account defi- 
cit, rising levels of short-term 
foreign debt and a highly fragile 
banking system. But the combi- 
nation is not yet as explosive as 
it was in pre-crisis Mexico. 

That Tha iland has still been 
paying a price for its apparent 
vulnerability - in the form of a 
sharp decline in foreign capital 
inflows and sharply higher 
interest rates - ought to reas- 
sure those who fear that Mexi- 
can-style crises are bound to to 
j recur. In effect, the Interna- 
tional Monetary Fund, the inter- 
national credit agencies and 
others sounded the alarm about 
Thailan d last aHtnrwn With mUT- 

murings about the health of the 
finan cial system and the size of 
the trade gap. And rather than 
delay an adjustment the govern- 
ment has been forced to act. 


Yesterday’s budget announce- 
ment sends two important sig- 
nals to worried investors. The 
first is that the government will 
do everything it can to preserve 
its 10-year record of delivering a 
balanced budget Without the 
new cuts, Mr Amnuay Viravan, 
the finance minister, would 
almost certainly have had a fis- 
cal deficit on his bands in 1997. 
With 'them, the chances' are that' 
the government will once again 
scrape into balance. 

The same cannot be said of 
the current account deficit, 
which, for all Mr Viravan's 
efforts, is unlikely to be much 
below 7% per cent of GDP in 
1997. But investor worries about 
the country’s continued reliance 
on expensive foreign inflows 
will be somewhat eased by the 
second message of yesterday. 
This is that, even within a 
potentially unruly coalition, a 
government minister can prom- 
ise tough measures and deliver. 

With the new budget Mr Vira- 
van can claim to be doing every- 
thing in his power to keep the 
short-term macro-economic situ- 
ation under control. Long-term 
stability will be be more diffi- 
cult The economy has to find 
ways to work through the mess 
caused by the property sector 
collapse and to revive domestic 
exports. Neither will happen 
without the private sector show- 
ing the same commitment to 
change as Mr Viravan. Nor will 
it happen overnight 


First strike 


Yesterday’s statement by Mr 
Ivan Rybkzn, secretary of the 
Russian Security Council, that 
Moscow should be ready to use 
its nuclear weapons against a 
conventional military attack, is 
worrying. He is proposing a 
reve rsa l of Mr Mikh a i l Gorba- 
chev’s policy of “no first strike , 
at a time when Russia cannot 
be considered to be under any 
milit ary threat. In fact, it is an 
indication of two different but 
disturbing developments. 

In the first place, it is confir- 
mation of the confusion over 
vital policy issues emerging 
from the Kremlin. Mr Rybkin 
was fairly rapidly slapped down 
by President Boris Yeltsin's 
spokesman, but he simply 
popped up and confirmed his 
statement 

Such insubordination comes 
only days after General Igor 
Rodionov, the minister of 
defence, complained that he was 
nnahip to get near the Russian 
president to discuss urgently 
needed military reforms. And he 
confirmed what Mr Rybkin s 
s tatem ent implies: that Russia’s 
conventional forces are now in 
such a parlous state, the? could 
not resist any conventional 
attack. Since their defeat in 
Chechnya, they have suffered 
spontaneous disintegration. 
Whole units am reported to be 
deserting. 

It is against that background 
that the current debate over 
Nato enlargement must be con- 


sidered. Russia is a very lame 
bear, severely weakened and 
la rking direction. Expansion of 
the Nato alliance to include the 
emerging: democracies of central 
and eastern Europe is seen by 
all sides as further humiliation. 
Russian resentment of the move 
should not be underestimated. 

It is not that Nato enlarge- 
ment is a military threat in 
itself. The allies have already 
promised that no nuclear weap- 
ons would be stationed in the 
new member states. They would 
be prepared to give assurances 
on conventional forces, too. The 
Russian army has far more 
important things to worry about 
than Nato. in particular reform- 
ing itself and downsizing drasti- 
cally- Gen Rodionov and Mr 
Alexander Lebed, his former 
colleague and would-be presi- 
dent, know that perfectly welL 

Rather, the threat of Nato 
enlargement to Russia is psy- 
chological. That is very difficult 
for the western allies to respond 
to, but they must try. To aban- 
don enlargement now would be 
seen as a betrayal of the new 
applicants- But the member 
states must make it dear that 
their expanded alliance is a dif- 
ferent . animal from the one 
which confronted the old Rus- 
sian bear. It should not be 
focused on a Russian threat, 
whatever Mr Rybkm may say, 
but should be dedicated to pres- 
erving stability across the conti- 
nent. 






COMMENT & ANALYSIS 


Legacy of shock therapy 


The Mexican economy has been transformed by the events that 
followed the traumatic peso devaluation, says Leslie Crawford 


T he decision by Mexico 
to mark the second 
anniversary of Its 
traumatic devaluation 
last month by settling 
its outstanding debts with the US 
was fall of symbolism. 

Clearing the $12.5bn loan 
allowed Mr BUI Clinton, the US 
president, to take credit for his 
controversial derision two years 
ago to put together a $40bo inter- 
national rescue package for 
Mexico's tottering economy. 

South of the border, the early 
repayment by the government of 
President Ernesto Zedillo was 
greeted with a burst of optimism. 
The past was being laid to rest 
and Mexico had a future to look 
forward to again. 

“For the first time ever, our 
macro-economic projections are 
more optimistic than those of the 
government," says Mr Maurlcio 
Gonzalez, a partner with GEA 
consultants in Mexico City. 
“Almost every aspect of the econ- 
omy will improve this year.” 

Mr Gonzdlez believes economic 
growth will accelerate after its 
estimated 4.5 per cent recovery in 
1996; annual inflation will fail 
from 27.7 per cent in 1996 to 
around 17.5 per cent by the end 
of 1997. The strengthening econ- 
omy will create 800,000 new jobs 
this year - less than the 1.2m 
jobs Mexico needs to accommo- 
date new entrants to the labour 
market every year, but a big 
improvement over the two barren 
years since the peso devaluation. 

But the country which is 
emerging after two years of 
shock therapy and a crippling 
recession is very different from 
the Mexico that joined the North 
American Free Trade Area in 


business currently subject to 
differing and unco-ordinated 

national approaches. That could 
reassure providers of the pri- 
vate capital needed to fund 
worldwide investments in mod- 
em telecoms systems. 

A successful outcome would 
also boost the WTO, where 
sector-by-6ector liberalisation 
talks have so far achieved little. 
A deal could invigorate separate | 
efforts to reach agreements this 
year to abolish tariffs on infer- 1 
mation technology products and 
open world financial services 
markets. Conversely, failure 
this weekend could blight the 
outlook for these - and other - 
negotiations. 

The opportunities offered by 
the telecoms negotiations are 
too valuable to be missed. 
Whether they are seized will 
depend heavily cm the US. It is 
being pressed by Congress to 
drive a hard bargain. But it 
needs to recognise that many of 
its WTO partners have moved a 
long way store April to make a 
deal possible. Torpedoing an 
agreement would mean forego- 
ing the progress achieved. 

Other countries, notably 
developing ones, should use the 
rest of this week further to 
improve their liberalisation 
offers. That will not only make 
a good agreement more likely. It 
will also be doing a favour to 
their own economies. They can 
only benefit from the more effi- 
cient telecommunications ser- 
vices which freer international 
competition can help provide. 
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Trade balance 


January 1994. The triumphalism 
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because the devaluation of the 
peso transformed Mexico into a 
cheap source of manufactured 
goods, with industrial wages one- 
tenth of those in the US. 

Himger for foreign capital is 
also stripping the country of the 
last vestiges of protectionism. 
Foreign banks, barred from tak- 
ing part in the privatisation erf 
Mexico's commercial banks five 
years ago, are now welcomed as 
saviours. Since the devaluation 
they have swarmed over the 
debilitated financial system and 
taken control of one-fifth of 
Mexico's hanking assets for just 
under $2hn. 

Where the government deregu- 
lates, foreign investment is not 
far behind. AT&T and MCI are 
driving competition in the 
recently opened long-distance 
telecommunications market; for- 
eign companies will shortly begin 
building power plants and gas 
pipelines. 

Foreign investors would also 
have bid for Mexico’s 61 petro- 
chemical plants had the govern- 
ment not backtracked on its deci- 
sion to privatise the industry. 
Still, private contractors are 
expected to play an increasing 
role in the state oil sector, partic- 
ularly in developing the Burgos 
gas field to northern Mexico. 

Elsewhere in the economy, the 
peso crisis has forced a marked 
shift in the patterns of ownership 
and control. 


“Three years ago, foreigners 
came humbly to Mexico, content 
to be the minority partner in a 
Mexican venture,” says Mr Roge- 
lio Ramirez de la O, director of 
Ecanal economic consultants in 
Mexico City. “Today, they want 
fun control.” 

Investment-starved Mexican 
companies are Increasingly 
accepting “strategic foreign part- 
ners” - the standard euphemism 
for selling out to a multinational 
Last November, far example, Ben 
Atlantic of the US took over lusa- 
cell, a poorly-managed cellular 
telephone company, while Archer 
Daniels Midland took a 22 per 
cent stake in Maseca, the Mexi- 
can tortilla maker. 

Each investment has brought 
hundreds of millions of dollars 
into the country, making Mexico 
a more open economy today than 
at any time in its history. 

Such openness, however, 
makes the country vulnerable to 
external shocks. “A rise to US 
interest rates, or a prolonged fall 
in US stock prices, could wipe 
out much of the optimism which 
is sustaining the Mexican econ- 
omy today.” warns Mr Gonzdlez 
of GEA. 

The most dramatic change has 
taken place to Mexico’s external 
sector. Exports have doubled to 
less than five years to $95.9tm 
pesos in 1996. 

Most of this growth has taken 


place store the peso devaluation, 
as manufacturers sought foreign 
buyers for goods they could no 
longer sell at home. Bancomext, 
the government's export promo- 
tion bank, estimates there are 
31,000 Mexican companies 
directly involved to export activi- 
ties today, compared with 15.000 
companies three years ago. 

“Mexico’s economic recovery 
has been driven by the export 
sector,” Mr Gonz&lez says. 
“Unfortunately, this recovery has 
been very uneven.” 

The peso crisis accentuated the 
divide between Mexico's modem, 
export-oriented economy, which 
now accounts for almost 30 per 
cent of national output, and the 
deeply depressed local economy, 
which plummeted by 15 per cent 
during the 2995 recession and 
only recovered an estimated 1 per 
cent of lost output to 1996. 

Mr Gonzalez, like most Mexi- 
can economists, worries about 
the poor linkages between the 
dynamic export sector and a 
backward local economy which 
makes Mexico vulnerable to two 
ways: “Our economy has only a 
limited ability to substitute 
imports,” be explains. 

“Export industries are over-de- 
pendent on imported inputs, 
while imports of consumer goods 
tend to surge as soon as there is 
a modest recovery in real 
incomes.” Last year’s incipient 
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i Jones, owner of the US’s daily v 
business blhje; the Street.; ; 
Journal. But if they imagine -this 
assure adqgreeof specfaJ 
‘consideration far than or their , 
companies hi the W$J,ihey';. . ! :V, 
ftbmilri think, again; . ’-V'. r .i V 
. ; : Of theliiree, only Wtffian> v 

Steere^of Pfizerhas enjoyed a 
smooth ride ihixragh Its financial 
pages:’ by geheM ctinsimt; Pfizer 
has been the outstanding. . y . 
performer among US . . 

pharmaceuticals compa rt eslh ■ 


' own man”, Wall Street has lost 
■faith in his management. 

■ Another Ifew Jones director to 
; have found little cmnfprt to the 
. . Journal's columns Is Garios 
Safinas de Gortari, the former 
Mexicim president His arrival 
^ on theDow Jones board in 1994 
: : seemed to put the finishing .. 

\ ■ touch to a glittering V . , 
international reputation. Bui ' . . 
jn^’months later ^ devaluation 
and bostoess scandal drove the 
former president into exile. 

.Since than, be vgffi have read 
: touch to the .WSJ shout the . ‘ 

- affitire erfhfa hrother, SauL who 
■ cmreiitiy resides to a Mescan 
prison. Salinas to riot standing 
: : for re-election to file Dow Jones 
.. board in April * V. 


a placeamong tha ^couniry's.'lO •. 
most valuable corporations.-, ; 

’ The tithes - Haryey Gofab af 
American Express and Frank V 
Newman of Ba^OT TratoT'are' 
both tumround artists who stQl; 


over the Mpres of their ■ ; {• 

respective companies. Bothnia ; 
also frequently palked of on 'Wall 
Streetas takeover bait. ... V?>.v 
, Nor iwflLsi seat d n the Dow / 

• 

their public^praSes.Rffiid :V ‘V ^ 


; dfrector^md ^chainnan^, 
m hasjustbe^ihlt.bya ; ./.V. 
hastneWdiitoj'Hflten. The. 
-drazhar&wtodid iras thatwhile 




-■ ■ Stocetbe centrorightcameto 
v powOT'zrine months 'ago iff . Spain, 
"? successful applkantelor topjobs 

V have either had to be ' / : ; . 

V stoddnr*er^ m 

•_ or top businessmen. If they were ' 
dose friends of Jose Maria 
Aznar, the prime minis ter (as is : 
i Teleffinica suprmoJuan .. 

>ynWooga), or of economy 
■/minister RodrigoRath (asisV 
: ijrtrHrw, . eTialTnuwi of the 

>;«mKgy -group Rep^ol), then so • 
faudr.the better. : >' 

- So ^appointment of Rodolfo 
'. Martin’ Villa to head En desa, the : 
. . government-con troBed : . 
;‘;dectri(^ groupand the 


country's plum corporate post, • 

. comes as a bit of a shock. 

A singular survivor of 
Franco’s political bureaucracy - . 
be ran the dictatorship’s student 
union to the 1950s - Martin Villa 
is every Spaniard's idea of a 
political patriarch. As interior 
minister to the 1970s. he was 
busy steering Spain’s transition 
to democracy when Aznar and 
his buddies were barely out of 
fichooL Nobody would cast him 
as a slick financier bristling with 
ideas about regulatory issues 
and privatisation procedures. 

Local wags say that by '■ - 
handing Endesa to Martin VQZa, 
Aznar has, for once, put political 
expediency ahead of 
management expertise. Ihe . 
veteran politician was the only 
figure left in the governing - 
Popular party with sufficient 
gravitas publicly to challenge 
Aznar on polities that seriously 
trouble diehard Spanish 
conservatives. Solution? 

Persuade him to get out of 
politics - Martin Vina gives op 
being an MP - by making an 
offer difficult to refuse, 


is itself the result of one .of the 
biggest mergers of the lot, and 
has only just absorbed Ted 
Turner’s entertainment group. 

Yesterday, though. Levin 
called a halt to the wheeling and 
dealing. “Time Warner is now 
strategically complete’’, he said. 

There are stiff plenty of people 
who think the company is a . 
work in progress; Wall Street .. 
expects it to shed its cable TV 
systems to get out from beneath 
a mountain of debt. 

But. for the sake of sanity - if 
not to thin the wallets of a few 
lawyers -maybe Levin’s words 
should become the new rallying 
cry for corporate America. • 


Playing away 


Enough's enough 


■ if only other US companies 
would pay teed to Gerald Levin, 
boss of Time Warns-. 

Goiporate America is in the - 
gripbfa frenzy of meriErsantf 
de me rgers of historical , 
magnitude: indeed. Time Warner 


■ Judging by his performance 
in London yesterday, Peru’s 
President Alberto Fujimori to . 
one of the world's most 
toquacious and accessible heads 

■ of state. 

- It’s different back home, where 
he's renoOTjedtor a hermit-like 
tnscrutabflity. Peruvian 
.journalists have long , . 
complained that he keeps bis 
most important announcements 
for outside the country,' while ' 
domestic scoops' are reserved for 
/the cfdcos, a gaggle lof uncritical ' 
female TV reporter^ who . / ' 
accompany Fujimori oh aH his .. 
trips. Lima’s fereigh^ hacks * 
haven't been grantednn .. • /• 
audience tor three years. ‘ ' 


more backward south has wid- 
ened with the concentration of 
resources in the dollar economy. 

According to a study by the 
Technological Institute of Mon- 
terrey, average labour wages in 
the northern state of Nuevo Le6n 
are three times the level to Chia- 
pas. a state which borders Gua- 
temala. Per capita consumption 
in Baja California, another north- 
ern state, is five times higher 
than to Oaxaca, 3,000km further 
south. 

Life expectancy is 20 years 
higher in northern Mexico than it 
is in the south One-quarter of 
the population is illiterate to 
southern Mexico, compared with 
less than 6 per cent or the popula- 
tion on the US border. Not sur- 
prisingly. the two guerrilla upris- 
ings that have shaken Mexico 
since 1994 have appeared to Chia- 
pas and Guerrero. 

“We must avoid the geographic 
polarisation of the country," says 
Mr Ortiz, who places great store 
by the development of the 
south's natural resources, partic- 
ularly in oil. timber and hydro- 
electricity. 


E ven within regions, 
inequalities are grow- 
ing: real incomes have 
lost one-fifth of their 
purchasing power 
since the devaluation, while more 
than 50 per cent of urban families 
subsist on less than two mini- 
mum wages - 52 pesos, or $6.50. a 
day in total. A national health 
service surgeon earns little more 
than $300 a month. Only the very 
rich, with dollar accounts in 
Caribbean tax havens, have been 
able to withstand the double 
blow of rapid peso depreciation 
and high inflation. 

The squeeze on incomes is 
unlikely to lead to a surge to 
wage demands - Mexico’s labour 
movement is too subservient to 
protest But it is fuelling a smoul- 
dering popular anger which some 
economists fear could explode 
without warning. “Despite all the 
government debt relief schemes 
introduced since the crisis," says 
Mr Ramirez de la O of Ecanal 
economic consultants, “many 
Mexican families have lost their 
savings, their cars, and may well 
lose their homes”. 

Bank lawyers confirm this pre- 
dicament the number of repos- 
session actions has risen 100-fold 
to an estimated 400,000 lawsuits 
since the start of the crisis. For- 
tunately for lapsed mortgage 
debtors, law enforcement in 
Mexico is both slow and ineffi- 
cient. The threat of eviction, 
however, has done little to allevi- 
ate the anxiety most Mexicans 
still harbour about tbeir eco- 
nomic future. 

“There is still a big disparity 
between the optimism of the gov- 
ernment's economic pronounce- 
ments and the everyday straggle 
of Mexican families to make ends 
meet," says Mr Gonzalez. He 
believes It will be a long time 
before Mexicans begin to feel an 
improvement in their personal 
finances, as wage restraint will 
continue to play a key role in 
keeping inflation in check. 

Mr Ortiz promises the recovery 
will broaden this year, and that 
the benefits of a healthier econ- 
omy will be spread more evenly. 
The challenge, he says, is to lay 
the foundations for much higher, 
sustainable growth rates in 1998 
and beyond. By then, he hopes 
the peso debacle will be only a 
bad memory, from which a few 
useful lessons were drawn. 


economic recovery produced a 
23.6 per cent surge to Mexico's 
import bUL 

“We have a problem,” says Mr 
Guillermo Ortiz, finance minis- 
ter, “to that our small and medi- 
um-sized companies are plagued 
by bad management and low pro- 
ductivity." 

Mr Ortiz believes technical 
assistance provided by state 
development banks, universities 
and business councils will begin 
to remedy these shortcomings. 
“Our aim is to develop a strong 
nucleus of small businesses 
which are integrated into bigger 
production chains.” 

The government, through 
Bancomext. is trying to persuade 
large exporters to increase local 
sourcing, particularly within the 
maquiladora (in-bond) industry 
on the US border, which draws 
less than 3 per cent of its inputs 
from within Mexico. Mr Enrique 
Vila tel a, Bancomext's managing 
director, says he is combing the 
country “town by town" to iden- 
tify companies which can be 
incorporated into Mexico's export 
effort. 

However, Mr Vilatela is 
unlikely to find many candidates 
in Chiapas, Oaxaca or Guerrero, 
southern states wtoch have been 
left behind as the rest of the 
country races to integrate itself 
with the US. The gap between 
Mexico’s industrial north and 


100 years ago 


A Mountain Of Asbestos 

At the end of last October we 
published an article dealing . 
with a “mountain of asbestos” 
at Danville, midway between 
Montreal and Quebec, which 
was of unique formation, 
inasmuch as the fibre, instead 
of being found only to the 
usual form of layers, 
permeated the whole hill, and 
even what used to be 
regarded as dross was 
available for the production of 
a valuable commercial 
product called “ashes tic,” to 
which the shorter fibres are 
utilised. We announced that it 
was proposed to farm a 
company to work this 
extraordinary property. The 
public oughtto derive a 
considerable benefit from this 
new enterprise owing to the 
inevitable cheapening which 
it will effect 


50 years ago 


Happy Switzerland 
There can be little doubt that 
from an economic point of ' 
view. Switzerland is to-day 
the happiest country in 
Europe. Ste actually has to. 
defend herself against the 
flood of unwanted wealth 
thrust upon her. Her gold, and 
foreign exchange reserve has 
nearly doubled since 1938. 
Viewed from London, the UB- 
dollar is a “hard" and 
“scarce" currency. Viewed ! 
from Switzerland, itis 
• anything but hard and scarce. 
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Thai cabinet approves 
budget cuts of $2bn 


By WBBam Barnes rn Bangkok 


Mr Amnuay Viravan, Thai- 
land's finance minister, yester- 
day won cabinet approval for 
$2 bn in budget cuts over the 
next two years in a bid to 
reverse the country's worst 
economic performance in a 
decade. 

He slashed infrastructure 
spending in an effort to main- 
tain the country’s traditionally 
balanced budget and dispel 
worries that the country's eco- 
nomic slowdown could force a 
devaluation of the baht 

"My credibility is at stake. 1 
know I can cut it [the budget] 
and you'd better believe it,” 
Mr Amnuay said, as he 
announced details of cuts 
totalling about G per cent of 
the national budget 

Previous announcements of 
planned spending cuts have 
failed to calm Thailand's jit- 
tery financial markets, as eye- 
catching plans to chop politi- 
cally sensitive military pur- 
chases appeared aimed mostly 
at already defunct schemes. 
Yesterday, the finance minis- 


Infrastructure 
spending slashed 
in bid to halt 
economic decline 


ter cat defence expenditures 
by 4.1 per cent 

He also axed spending at two 
of Thailand's most politically 
Important and lucrative minis- 
tries. The interior ministry's 
budget was cut by Bt9.4bn 
{$362L3mj. or 5.1 per cent while 
the communications and trans- 
port ministry's budget will be 
reduced by 6.6 per cent 

State enterprises, not part of 
tbe government budget but 
seen to contribute to Thai- 
land's high current account 
deficit and level of foreign 
debt, will be expected to cut 
their expenditures by Bt62-3bn. 

“It Is not politically popular 
but we have to do it even if we 
may lose a few votes along the 
way,” Mr Amnuay said. 

Thailand's central bank said 
the budget cuts bad caused it 
to reduce Its forecast for eco- 
nomic growth this year to 6.8 


per cent from 7.1 per cent But 
this lower level is considered 
optimistic by many analysts. 

The central bank said the 
current account deficit should 
fall to 7A per cent of gross 
domestic product - compared 
with an earlier projection of 
73 per cent The bank said this 
decline should ease pressure 
on the baht, which has been 
under speculative attack by 
the rising dollar. This pressure 
has forced the Thai authorities 
to keep Interest rates high 
despite the slowest growth in 
more than a decade. 

Some of the government 
savings will come from a delay 
of some three years in the con- 
struction of a $4bn interna- 
tional airport at Nong Ngu 
Hao. 

In a separate decision, the 
Thai cabinet endorsed a 
Btl2bn plan to immediately 
expand the existing Don 
Muang airport. This could 
force rebidding on several con- 
tracts at the long-delayed 
Nong Ngu Hao project 


UN agency 
funding 
withheld 
by US and 
Britain 


By Leyta Boulton, 
Environment Correspondent 
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Kre mlin chief warns of 
nuclear response to attack 


By Chrystia Freeland 
in Moscow 


Russia's hostility to Nato's 
planned eastward expansion 
deepened yesterday when the 
Kre mlin 's security chief said 
Moscow should be ready to 
unleash its nuclear missiles in 
response to an attack by con- 
ventional forces. 

In a sharp break from the 
pledge by former president 
Mikhail Gorbachev that the 
Soviet Onion would never 
launch a first-strike nuclear 
attack. Mr Ivan Rybkin, secre- 
tary of the security council, 
made the policy proposal in an 
interview published yesterday. 

"All people should know 
that in the event of a direct 
challenge, our response will be 
fully Hedged, and we are to 
choose the means . . . including 
nuclear weapons,'* Mr Rybkin 
said. "Of course, we are not 
speaking of a preventive 
nuclear strike, but if an 
aggressor starts a war against 
us using conventional weap- 


ons. we might respond using 
nuclear ones.” 

Hie comments were swiftly 
repudiated by Mr Sergei Yas- 
trzhembsky, spokesman for 
President Boris Yeltsin. He 
said only the president, prime 
min ister or foreign minister 
were empowered to state Rus- 
sia's official position on issues 
of this magnitude. 

But a spokesman at the 
security council said Mr Ryb- 
kin stood by his remarks. The 
aide pointed out that the inter- 
view had been published in 
Rossiyskaya Gazeta, the offi- 
cial organ of the Russian gov- 
ernment, suggesting the 
remarks had received official 
approval at some level 

Mr Rybkin said a departure 
from Russia's glasnost-era 
nuclear policy was necessary 
in part because of the deterio- 
ration of the country's conven- 
tional forces. 

“We talk about this [the use 
of nuclear weapons] so that 
military adventurers do not 
get tempted by the fact that at 


this stage our armed forces are 
being reformed and do not 
have the might they used to 
have,” Mr Rybkin said. 

His reference to the frailty of 
Russia *s conventional army 
echoes warnings from the mili- 
tary itself. 

Yesterday Mr Igor Rodionov, 
minister of defence, warned 
that the Russian army was in 
a state of collapse comparable 
only to its condition after the 
civil war in the 1920s. 

Mr Rybkin 's fierce position 
on a nuclear first strike is also 
part of tbe mixed messages 
coming from Moscow as Nato 
forges ahead with its proposals 
to admit some eastern Euro- 
pean states later this year. 

Some Russian leaders have 
admitted that Nato expansion 
is inevitable. Others have 
warned that Russia will 
assume a more antagonistic 
attitude towards the west if 
Nato enlargement takes place. 

The debate has drawn grow- 
ing attention to Mr Yeltsin's ; 
physical frailty. 


Lima hostages I Sterling continues powerful rise 


Continued from Page l 


indication that the group is 
isolated, almost terming]". 

Asked about the presidential 
crisis in Ecuador, the country 
with which Peru fought a brief 
border war two years ago. Mr 
Fujimori said: “We hope that 
at some moment the govern- 
ment will make clear it wants 
to continue negotiations over 
the frontier." 


Continued from Page 1 


their profits. Allied Dontecq, 
one of the UK's biggest wines 
and spirits companies, esti- 
mated the high exchange rate 
could cut £20m off Its pre-tax 
profits. Reuters, the media 
group, warned shareholders In 
a statement accompanying its 
preliminary results that "the 
strength of sterling would 


severely restrict prospects for 
reported revenue and earnings 
growth". 

Mr Paul Meggyesi. senior 
currency economist at Deut- 
sche Morgan Grenfell in Lon- 
don, said sterling’s strength 
and the coming UK election, 
which must be held by May, 
made a rate rise unlikely, as it 
would "fuel a fire” under the 
pound. 


FT WEATHER GUIDE 


Europe today 


Europe will again be wtndy with 
changeable skies. Active low 
pressure systems will bring cloud, 
rain and strong winds to an area 
from France to Russia 
Western Europe will have rain. 
Eastern Europe and Scandinavia will 
have sleet and snow. There will be 
strong south-westerly winds 
reaching near gale force with the 
possibility of gales in the Channel. 
Southern Spain and Turkey will be 
mostly sunny. 

The Interior of Italy will also be 
sunny, but the area bordering the 
Tyrrhenian Sea will be mostly cloudy 
with occasional showers. 
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Five-day 

forecast 

The windy and cloudy conditions 
over northern and central Europe wiH 
slowly move south. 

A series of fronts will cause Europe 
to be cloudy and wet 
Southern France may have bad 
weather towards the end of the 
week. 
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TODAY’S TEMPERATURES 


Situation at 12 GMT. Temperatures maximum for day. Forecasts by Mateo Consult of the Netherlands 
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We can't change the weather. But wc can 
always take you where you want to go. 
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THE LEX COLUMN 


Pulling the Levers 


The US. Britain and Spain are 
withholding their 1997 contri- 
butions to the United Nations 
Environment Programme after 
ambassadors from a handful of 
developing coon tries blocked 
attempts to reform it, senior 
western officials said yester- 
day. 

Environment ministers 
meeting at the troubled agen- 
cy's headquarters in Nairobi 
had been expected last week to 
approve long-delayed reforms 
demanded by its biggest con- 
tributors, to save It from politi- 
cal drift and a steady decline 
in funding. 

But Ms Dinah Nichols, direc- 
tor-general at the UK's Depart- 
ment of the Environment, said 
the meeting ended in acrimony 
on Friday after ambassadors 
from India, Bangladesh, and 
Colombia led last-minute oppo- 
sition to the proposals. 

The reforms, backed by the 
US. the UK, the European 
Union, Latin American and 
several developing nations, 
would have increased the role 
of environment ministers in 
running Unep at the expense 
of the ambassadors to Kenya 
who double as permanent rep- 
resentatives at the agenpy. 

But Ms Nichols said the cri- 
sis might ultimately bring a 
faster solution to Unep’s prob- 
lems. "People are not shadow- 
boxing any more,” she said. 
"The issue of whose Unep it is 
has been, brought into the 
open. It should be the Unep of 
governments, not of their offi- 
cials.” 

The decision by the US, the 
UK and Spain to withhold 
more than fism in contribu- 
tions, accounting for 15 per 
cent of Unep's annual budget 
until reforms are approved, fol- 
lows a fall in funding by coun- 
tries dissatisfied with its per- 
formance. 

“The concern about Unep is 
that people have been voting 
with their feet and walking 
away,” said Ms Nichols. "Its 
management Is a shambles." 

Ms Eileen Claussen, US 
assistant secretary of state for 
international environmental 
affairs, said the dispute was 
“not even a north-south" issue 
pitting the industrialised 
world against developing coun- 
tries. "It was all about bureau- 
cracy, control, and turf." 

Responsibility for the meet- 
ing's failure could be laid in 
part at the door of a "small 
group of ambassadors with a 
very particular point of view". 
But she also blamed "mis- 
takes" by the meeting's organ- 
isers in failing to stitch 
together a sufficiently strong 
consensus among a group of 
nations whose own disunity 
was a symptom of Unep's 
wider lack of purpose. 


Unilever's decision to make a £5bn 
exit from its speciality chemicals 
business says much about the confi- 
dence of new joint chairman Mr 
NialZ FitzGerald. Chemicals has 
been the sprightliest element of the 
portfolio In recent years, and was 
supposedly key for product develop- 
ment. But chemiraiq and consumer 
goods require distinct management 
skills. The old style Unilever -knows- 
best approach could have resulted 
in speciality chemicals getting left 
behind as tbe industry consolidates. 
But the new hard-nosed Unilever is 
all about focus. It hopes to profit 
from this consolidation by selling, 
and profit again from concentrating 
on its core business. 

Investors reacted favourably, but 
they should 'not get carried away by 
the rhetoric. The disposals will 
leave Unilever with around £3bn of 
net cash and £i0bn of potential 
spending power. The group will 
want to buy consumer goods busi- 
nesses where it can accelerate sales 
in emerging markets - so Reckitt & 
Colman, CPC or Heinz look logical 
targets. Nonetheless, Mr FitzGerald 
needs to deliver better returns from 
acquisitions than he got from 
chemicals, and that Is an enormous 
challenge. 

At least last year’s pick-up in 
profits buys more time. And the 
rewards for improving performance 
could be enormous. Procter & Gam- 
| ble is a more obvious comparison 
than the UK food sector, and it 
trades at a 20 per cent higher multi- 
ple of enterprise value to operating 
free cashflow. Mr FitzGerald has 
thrown down the gauntlet; he is a 
very long way from winning the 
contest 
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rapid expansion. An end to the bull 
market would, of course, hit Reu- 
ters. Investment banks would react 
by fairing traders redundant and 
disconnecting their terminals. 
Moreover. Reuters still suffers from 
a poverty of ambition and an 
embarrassment of riches. It ought 

to be well placed for the new era of 

electronic information. But its for- 
ays outside its financial markets 
stronghold have been cautious to a 
fault As a result it is adding to its 
£ibn cash pile at the rate of £20Qm a 




year. 

That said, after the recent slide, 
the stock Is no longer expensive. 
Indeed, at 20 times this year's earn- 
ings and nine times earnings before 
interest tax and depredation, the 
shares may even be a little cheap. 


stocks, particularly where the effect 
bag been more than merely transla- 
tion of overseas profits. Shares in 
electronics group Eurotherm fell 2 
per cent yesterday when it warned 
that its exports to continental 
Europe were suffering. 

For investors this is a dilemma. 
Sterling's strength leaves large 
swathes of the UK market looking 
unattractive, just as previous 
favourites, such as general retail- 
ers. have hit a rocky patch. Cur- 
rency risk, added to racy valuations 
in the US and poor fundamentals in 
Japan, means the biggest overseas 
markets are also unpalatable. As a 
result, excess liquidity has rushed 
into those domestic sectors where 
pleasant earnings surprises are still 
possible - largely financials and 
construction. While sterling 
remains strong, that trend Is likely 
to persist 


UK profits 

A new high for sterling, another 
low tor Britain's exporters. Since 
the start of 1996, the pound has 
gained 17 per cent on a trade- 
weighted basis and 25 per cent 
a gains t the D-Mark. With two fifths 
of UK profits coming from abroad, 
that has knocked back estimates for 
1997’s earnings growth by around 2 
percentage points to 9 per cent Not 
surprisingly, the FTSE All-Share 
has lagged behind most continental 
bourses this year, despite Britain's 
rosier economic prospects. 

There may be worse to come. 
Most analysts' bottom-up forecasts 
see sterling weakening later in 1997. 
If It simply holds current levels, 
profit forecasts will have to be cut 
again. Brokers have also been slow 
to adjust estimates for second-line 


Reuters 


Reuters' downbeat statement yes- 
terday was largely due to foreign 
exchange. Its reported results are 
likely to be dragged down because 
overseas profits will be worth less 
In starling. Investors should not be 
too concerned about that; the effect 
will be largely confined to 1997. 
More worrying, for a growth stock, 
is that revenue rose only 6 per cent 
on an underlying basis In tbe final 
quarter of 1996. Low volatility in 
forex markets, heavy users of Reu- 
ters' products, has cut demand. 

Elsewhere, the outlook is reason- 
able. Orders for Reuters' new 3000 
information system have got off to 
a good start and should contribute 
meaningfully to profits from next 
year. And Instinet, the group's elec- 
tronic stockbroker, continues its 


Football 

Football fans in England are livid 
that tonight's game against Italy is 
being shown live only on pay-TV. 
Critics in the UK claim the audi- 
ence would be six times as large if 
shown free on terrestrial TV. It is 
all highly ironic. The popularity of 
the has much to do with the 
numerous Italian stars adding same 
sparkle to the UK’s Premier League. 
But the only reason clubs can 
afford these players in the first 
place is because of the huge cash 
Infusion satellite TV has brought i 
into the game. j 

The simple fact is that the rude 
health of Premier League clubs has 
everything to do with the influence 
of non-terrestrial TV. In 1983/4, the 
BBC/ITV terrestrial duopoly paid 
the football league £2.6m for televi- 
sion rights. In the coming four sea- 
sons. however, the Premier League 
will receive an average £173m a 
year from TV rights, with £155m of 
that coming from BSkyB, the satel- 
lite provider. 

There was a case for the govern- 
ment guaranteeing wider access to 
showcase events such as the FA 
Cup and Wimbledon. Beyond this, 
sports authorities should be allowed 
to judge for themselves how to bal- 
ance commercial considerations 
with the need to maximise exposure 
for the sports they administer. If 
they are greedy, they will devalue ' 
their own product in the long run. 
Certainly, there is no role for the 
European Commission which 
thinks it should have a voice in 
these matters. EU citizens are no 
more entitled to watch big sports 
events for free than they are to 
watch Pavarotti or Madonna for 
free. 
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“An income statement is a 
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IN BRIEF 


Sony in talks 
with UK label 

Sony Music is negotiating a muW-miDion pound 
deal with Independiente. a new UK record label 

launched by Mr Andy Macdonald, who signed 

Paul Weller, Portishead and the Beautiful 
South. Mr Macdonald, who flew to New York 
yesterday for a meeting at Sony Music’s corpo- 
rate headquarters, set up Independiente last 
autumn after clashing with PolyGram, the 
Dutch entertainment group, over its plans to 
take control of Go! Discs, his old record label. 
Page 16 

Computer groups* shares soar 

Shares in Dassault System es soared after the 
French speci alist in computer-aided design and 
manufacturing reported a 55 per cent advance In 
net profits from FFr22l.3m in 1995 to FFr342.5m 
(9613m) in 1996. Meanwhile Cap Gemini, the 
European computer software and services 
group, reported a more than five-fold improve- 
ment In annual profits, spurred by a surge in 
business linked to new technologies such as 
electronic commerce and the Internet. 

Page 16 

Japanese securities commissions cut 

A stream of foreign and Japanese securities 
co mpani es have halved their trading commis- 
sions for over-the-counter shares in the past 10 
days in response to a similar move in late Janu- 
ary by Matsui Securities. The Matsui decision 
prompted a mini-revolution in the country's 
hitherto moribund OTC market. Page 17 

Sears pay-out may be postponed 

Sears is expected to delay a planned £41 Om pay- 
out to disgruntled shareholders after the gov- 
ernment’s decision to refer the proposed sale of 
Freemans, its mail-order business, to the 
Monopolies and Mergers Commission. Page 19 

Tima and Westinghouse outperform 

Both Time Warner and Westinghouse Electric 
beat stock market expectations with fourth- 
quarter results breathing new life into their sub- 
dued share prices. However, Wall Street ana- 
lysts bad scaled back their expectations for both 
companies in recent months amid concerns 
about the earning* from their media and enter- 
tainment businesses. Page 18 
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Timmer quits as Philips director 


Ex-president 
leaves board 
four months 
after handover 


By Gordon Cramb 
in Amsterdam 

Mr Jan Timmer, who led 
Philips from near bankruptcy 
five years ago, yesterday quit 
as a non-executive director of 
the Dutch electronics group 
less than four months after 
handing over to Mr Car Boon- 
stra. its tough new president. 

Philips’ supervisory board, 
to which Mr Timmer was ele- 
vated last October, said it 
“regrets this decision, but 
respects the personal consider- 
ations which have led to his 
departure”. The company 
refused to elaborate on these 
reasons, but an official said it 
was not thought Mr Timmer 
was relinquishing other simi- 
lar posts such as those at 
Royal Dutch/SheU. 

Since he took office, Mr 
Boonstra has spent much time 
undoing the diversification 
strategy of his predecessor. 
That has come in an effort to 
shed non-performing parts of 
the Philips empire, or what he 
has bluntly called the “bleed- 
ers”. After record profits in 
1995, the group has been bit by 



Sudden departure: there were persistent reports suggesting unease between Jan Timmer and his successor over strategy Pan hm m 


a squeeze on profit margins - 
on television sets and other 
consumer products, as well as 
in its semiconductor division. 

Mr Timmer brought Mr 
Boonstra in as vice-president 
two-and-a-half years ago and 
designated the former execu- 
tive of the Sara Lee foods 
group as his successor - the 
group's first outside president. 
But soon after the handover, 
reports emerged suggesting 


unease between the two as one 
pet Timmer project after the 
other was felled. Last month, 
the new chief described the 
structure of the organisation 
he had inherited as “like a 
plate of spaghetti”. 

A team from McKinsey, the 
management consultants, is 
scrutinising numerous ven- 
tures scattered among the 
company's roughly 100 busi- 
ness units. After deep cuts in 


consumer audio-visual 
operations and at its Eind- 
hoven headquarters, analysts 
expect further large write-offs 
when the group unveils its 
1996 results tomorrow. 

Mr Boonstra’s moves include 
heralding the end for Fhilli>s’ 
technology in making liquid 
crystal displays used in laptop 
computers, putting the busi- 
ness into a joint venture with 
Hosiden of Japan. From April, 


he is shutting Super Club, a 
chain selling video cassettes. 
compact discs and computer 
games. The plug was also pul- 
led on a planned cable TV alli- 
ance for the Dutch market 
A separate cable venture in 
which Philips was a minority 
participant ended in further 
indignity for Mr Timm er in 
December when it was taken 
off the air after only four 
months. 


Fannie Mae bond 
boosts sterling 


By Edward Luce 

A leading US institution 
yesterday launched the first 
global bond to be denominated 
In sterling, boosting the. cur- 
rency's reputation as a “safe 
haven". 

Investors said the choice by 
Fannie Mae, the US Federal 
National Mortgage Associa- 
tion f reflected sterling's grow- 
ing strength against other 
European currencies. 

Staling has appreciated by 
15 per cent against its trading 
partners on a trade-weighted 
basis since August. The bond, 
to be priced today. Is managed 
by BZW and Merrill Lynch. 

“This is a significant devel- 
opment which reflects the fact 
that sterling is now stronger 
than most other European cur- 
rencies,” said Mr Nicholas 
Medd, director, syndicate, at 
HSBC Markets. “It also 
refle cts the fact that gilts 
[UK government bonds) are 
now the highest yielding 


bonds in the G7 group of coun- 
tries." 

Like a eurobond, a global 
bond is priced against the 
ben chmar k government bond 
of the currency in which it is 
issued - usually US dollars 
but also yen and D-Marks. Bat 
unlike eurobonds, which are 
confined to Europe, global 
bonds are issned simulta- 
neously in the US, Asia and 
Europe* 

The Fannie Mae bond will 
yield 10 basis points (a basis 
point is a hundredth of a per- 
centage point) above 7 per 
cent UK government gilts and 
will mature in June 2002. Fan- 
nie Mae has previously issned 
D-Mark and yen-denominated 
global bonds. 

Sterling has recently 
attracted several issues, with 
£7bn issned in enrosterling 
bonds in January alone. This 
compares with £30bn in 1996 
and £l8bn in 1995 as a whole. 

Capital Markets, Page 22 


Reuters says pound’s 
strength may hit trading 


By Christopher Price 

Concerns over the strength of 
sterling and the introduction 
of new products prompted 
Reuters to issue a cautions 
outlook on trading with its 
annual results yesterday. 

The guarded statement 
helped depress shares in the 
financial information and 
media group by 16p to 626p. 
Reuters said its Globex futures 
trading system was likely to 
close in 1998 following the 
decision by one of its two par- 
ticipants to pull out 

Group pre-tax profits rose 17 
per cent in 1996 to £701m 
(Sl.lbn) on revenue 8 per cent 
higher at £2L9lbn. The growth 
was driven mainly by the con- 
tinuing strong demand for 
Reuters’ Instinct agency deal- 
ing business and other trans- 
action products. 

However. Mr Peter Job, chief 
executive, warned that it 
would be “difficult for the 
group to better the underlying 


revenue growth rate” in 1997. 
This was because the company 
was attempting to increase the 
installation rate for the new 
3000 series of dealing and 
information products. 

The company, which derives 
85 per cent of revenues from 
overseas, warned about the 
adverse effect of the continu- 
ing high level of sterling. 

Using year-end exchange 
rates, not an annual average, 
Reuters' operating profits 
would have been reduced by 
£100m to £541m (compared 
with £55 1m in 1995), and reve- 
nue by £230m. 

The group’s cash pile stood 
at £105bn at the year-end. Mr 
Robert Rowley, finance direc- 
tor, said options for returning 
some of the cash to sharehold- 
ers were being examined. The 
company’s plan last year to 
give investors £613m via spe- 
cial dividend shares was 
halted after the UK govern- 
ment scrapped related tax ben- 
efits. Revenues from informa- 


tion products rose 3 per cent to 
£l-89bn. Mr Rowley said a dull 
foreign exchange market had 
been the chief cause of fixe 
largely flat performance. 

Transaction products 
increased by 21 per cent to 
£812m, with Instinct revenues 
rising by 43 per cent. Reuters 
said the closure of Globex, 
which made a marginal contri- 
bution to group sales, would 
not have an impact on the 
group's results. 

Mr Rowley said sales of the 
3000 series, launched six 
months ago as a more sophisti- 
cated version of the 2000 
range, were “reasonable" at 
14,700. However, only 2^00 had 
been installed. There are 
200.000 Reuters 2000 terminal 
users who will be upgraded to 
the 3000 system. 

Capital expenditure of £372m 
would probably be matched 
this year, with the 3000 roll-out 
taking a large proportion. 

Lex, Page 12 


Ericsson 
profits 
jump 39% 
in quarter 

By Greg Mdvor in Stockholm 

Ericsson, the Swedish 
telecommunications group, 
yesterday shrugged off intense 
price competition in its flag- 
ship mobile phones division to 
post a 39 per cent jump in 
fourth-quarter profits. 

Pre-tax profits were at the 
upper end of market expecta- 
tions, rising from SKr2.8bn to 
SKr3.9bn (3531m) in the fourth 
quarter, or 33 per cent year -on- 
year. Annual sales advanced 
from SKi31.9bn to SKr46.1bn, a 
23 per cent underlying 
increase. 

Ericsson shares, which have 
surged 67 per cent in the past 
year, nevertheless slipped back 
SKr4 to SKr248 in heavy trad- 
ing in Stockholm. Analysts 
blamed the drop on shrinking 
margins and over-optimistic 
investor expectations. 

Mr Lars Ramqvist, chief 
executive, said Ericsson was 
capturing market share in the 
mobile handset market from 
its two key rivals. Motorola of 
the US and Nokia of Finland. 
Shares in Nokia, which pub- 
lishes full-year profits tomor- 
row, were at FM322 (365), down 
FMO50, in Helsinki 

Ericsson, which says it is the 
world's biggest supplier of tele- 
coms equipment, said order 
bookings both for mobile 
phones and mobile systems 
rose almost 50 per cent in 1996. 
Price pressure from competi- 
tors had been strong, but not 
as fierce as expected- “It is still 
something of a seller’s mar- 
ket,” Mr Ramqvist said. 

Nevertheless, price competi- 
tion was the prime factor 
behind an erosion of the gross 
margin, from 43.6 per cent in 
the fourth quarter last year to 
40.9 per cent. Mr Ramqvist 
said margins were unchanged 
so far in 1997. 

Operating margins rose from 
33 per cent to 8.7 per cent over 
the year because of a decline 
in the company's big research 
and development budget as a 
proportion of sales. 

“What has amazed me is 
how long Ericsson has been 
able to hold margins where 
they are. Market conditions 
will get tougher, but there is 
stiU huge room for cost-cutting 
on the production side,” said 
one London-based telecoms 
analyst. 

Fourth-quarter sales from 
mobile operations rose from 
SKxlSbn to SKr29.4bn, under 
lining the segment’s continued 
ability to deliver growth. 


Barry Riley 

Trouble for trackers as 
median beats average 



Have the active 
fund managers, 
those £lm-a- 
year prime don- 
nas, at last 
managed to hit 
back at their 
tormentors, the 
passive index- 
trackers? At the turn of the 
year, word got around that the 
trackers - a bunch, by all 
accounts, of unglamorous low- 
paid nerds - bad finally been 
consigned to the bottom of the 
performance league table, at 
any rate in the UK stock mar- 
ket 

Certainly the trackers had 
been watching the market 
trends anxiously through 1996. 
Usually the active fund man- 
agers as a group under-per- 
fonn the All-Share Index, typi- 
cally by 30 basis points (0.3 per 
cent) a year. This margin 
roughly reflects the costs of 
active management, and its 
persistence is a triumph for 
the much-derided efficient 
markets hypothesis. 

By June, though, the WM 
Universe was beating the All- 
Share Index total return by 70 
basis points. 

Outperformance by smaller 
companies, benefiting some of 
the more aggressive pension 
fund managers, was an impor- 
tant factor. 

And according to Barclays 
Global Investors, the market 
leader in passive management, 
the impact of big new issues 
such as Orange and Railtrack 
was also significant 

This was because they out- 
performed in the intervals 
between flotation and inclu- 
sion in the index. 

Another reason, however, 
appears to have been stock 


selection among tbe blue 
chips. Whether this was the 
result of good judgment or 
simply the inverse of some 
underperformance by foreign 
investors (who now hold about 
16 per cent of the UK equity 
market) is bard to say. For 
Instance, UK pension funds 
hold a disproportionate 
amount of Shell Transport, 
whereas US pension funds 
hold Royal Dutch instead. 

At any rate, to the trackers’ 
great relief, much of the 


The active manager’s 
ability to hedge currencies 
can give a useful 
advantage denied to the 
completely passive 
manager 


January -June outperformance 
was reversed later in the year, 
in particular because of rela- 
tive smallcap weakness. With 
about 40 per cent of the calen- 
dar year results in, WM is 
showing a weighted average 
return on UK equities of 16.7 
per cent, against the All-Share 
return of 16.8 per cent 

That is not the whole story, 
however. The WM median 
fund return is up at 17.7 per 
cent and the rival Caps mea- 
surement service is showing a 
median of 17.8 per cent. It 
looks as though the smaller, 
more nimble funds did well in 
1996 but the big funds lagged - 
though surely not because 
they are the ones that tend to 
be indexed? 

It does not appear to have 
been a very good year for 
global indexers either. WM's 


universe of tax exempt US cli- 
ent funds benchmarked to the 
MS Cl EAFE (basically, world 
excluding north America) 
Index outperformed dramatic- 
ally in 1996. The median food 
beat the index return of 6.4 per 
cent, in dollars, by as much as 
600 basis points. 

Underweighting Japan, and 
especially Japanese banks, has 
been an easy route to success 
for the global active managers. 
Otherwise they did well in tbe 
Netherlands, Hong Kong and 
Sweden, where they tended to 
be overweight 

No wonder tbe global index- 
ers have often turned to either 
active or consensus country 
asset allocation in order to 
reduce their risks against the 
active peer group. 

Quite apart from stock mar- 
ket judgments, the active man- 
ager’s ability to hedge curren- 
cies - notably, in 1996, the yen 
- can give a useful advantage 
denied to the completely pas- 
sive manager. 

Coming back to the British 
pension funds, they also 
appear to have done well in 
Aria and Europe, sufficiently 
so to offset the mistake of 
drastically underweighting US 
equities. Their overseas return 
was about 3 per cent against 
2.6 per cent on the World ex 
UK Index in sterling. In the 
US, their shmnften portfolios 
matched the index return, not 
a bad out-turn given that they 
had underperformed (on aver- 
age by 110 basis points annu- 
ally) in nine out of the 10 pre- 
vious years. 

But the index-trackers can 
certainly survive a poor year. 
The law of averages is still on 
their side, and prima donnas 
can have a short shelf-life. 



Opening doors 

to opportunity 

Over the past twelve months CVC has made new 
investments in thirteen buy-outs totalling dose to 
£l billion and partidpated in eleven realisations 
totalling in excess of £l billion. 

No wonder KPMG have confirmed CVC as 
Europe's leading buy-out house! 

If you are a manager who may have the 
opportunity to become an owner, an adviser to 
management, or a potential vendor, you should 
talk to CVC first.. .our door is always open. 

• hr the fifth eenteeutive year CVC has been confirmed as the 
leader in Continental European management buy-outs by KPMG 

Corporate Ftntntu 

We turn managers into owners 


CVC 


Capital Partners 

wreoiHowe no Tavistock street uhoomimcsetpp Tei oin-aznaano 

AMSTERDAM - FRANKFURT ■ JERSEY * LONDON 
MADRID • MILAN ■ PARIS » STOCKHOLM 

CVC CwmjI Pjrjrm UtiHcd a Kgohod hv SfA . 
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COMPANIES AND FINANCES EUROPE 


Foreign sales help Schering jump 46% 


By Frederick StDdemann in Berfin 

Schering, the German pharma* 
ceuticals company, yesterday 
reported a sharp rise in profits and 
turnover in 1996, helped by con- 
tinning sales growth outside Gen 
many and the effects of the rise in 
the dollar. 

Pretax profits rose 46 per cent to 
DM36&n ($2l9.*&n); with extraordi- 
nary items and exchange rate 
influences taken out, they rose 25 
per cent Sales rose is per cent 
to Dft&27taL 

Analysts said the figures were 
ahead of forecasts and pointed to a 
strong rise in operating profits in 


the fourth quarter. At the nine- 
month stage. Sobering's 1996 oper- 
ating margins were 12.5 per cent, 
compared with the 1995 figure of 
13 per cant. 

Profits were boosted by a DM25m 
contribution from AgrEvo, the bio- 
technology company Schering 
jointly owns with Hoechst Sche- 
ring said operating profit was bur- 
dened by restructuring costs 
of DMtSOm. The company said that 
as profit growth came largely from 
its foreign subsidiaries, which 
enjoy lower tax rates than in Ger- 
many, the tax ratio was lower than. 
In previous years. 

Sales ware helped by the inclu- 


sion of newly-acquired subsidiaries 
- Leiras, a Finnish company which 
makes hormone treatments for 
women, and the east German Jena- 
pharm, which makes contra- 
ceptives. 

Leiras, which was included from 
September, had sales of DMfllm 
Jenapharm, consolidated from 
October, contributed DM5&n. After 
acquisition costs, however, neither 
company contributed to Schering 
profits. 

The company .said sales in North 
America and Europe were the 
“driving motor" behind the rise in 
turnover. By product division, the 
biggest growth in sales came from 


the therapeutics division, which 
rose 15 per cant to DM1.35bn. Sales 
of contraceptives and hormone 
therapy. Sobering's traditional core 
business, rose 11 per cent 
to DML58bn. 

Therapeutics benefited from 
sales of the multiple sclerosis treat- 
ment Betaferon, which rose 34 per 
cent to DM533m. However, sales in 
the US. where the product is sold 
under the name Betas eron, foil 
4 per cent to DM3SGm following the 
introduction of a rival product by 
Biogen, the US group, Schering 
said that in the fourth quarter the 
number of Betasexon patients sta- 
bilised at about 24,000. 


Analysts pointed out that Bio- 
gen’s multiple-sclerosis treatment 
sales were also rising strongly, 
with the company now claiming 
more than 21.000 patients with 
numbers rising by L0Q0 a month. 
Schering will also face greater com- 
petition closer to hom^ in this sec- 
tor as Biogen steps up sales in 
Europe. 

Further competition in the multi- 
ple sderosis is looming in the 
shape of Teva, the IsraeU pbanna- 
ceuticais company, which Is due to 
brooch a treatment caDediCqpax- 
one. Analysts said Copaxouewosld 
lebd to further competition in the 
US and increase pricing pressure. 


Maverick T otal stays relaxed under fire 

US criticism has not deterred French oil group from investing in ‘outlaw’ countries such as Iran 


T otal, Fiance’s second- 
largest French oil 
group, claims it has 
not targeted “outlaw” coun- 
tries such as Iran, Iraq, 
Libya and Burma as a source 
of production growth. 

“It’s just that the Lord put 
the reserves in places that 
are a bit hot on political 
grounds," insists Mr Thierry 
Desmarest, Total chafi-man. 
“And we’re a bit more 
relaxed about such countries 
than some of our competi- 
tors." 

Such statements seem 
almost designed to Irritate 
US politicians, who are keen 
to isolate such countries - 
especially Iran - from inter- 
national oil investment And 
although Mr Desmarest 
denies any policy to culti- 
vate such links, it is dear 
that Total sees itself in a dif- 
ferent league from many of 
its European counterparts 
when it comes to a»iw-Hrig 
Investment destinations. 

“We’re certainly more 
comfortable than some other 
European oil companies,” he 
said in an interview with the 
Financial Times. “Only some 
Aslan ffftmpawift* feel as free 
to Invest as we do." 

Although Total's 70 per 
cent stake In the $600m proj- 
ect to develop the Slrri off- 
shore field in Iran has drawn 
the most criticism from 
Washington, the current 
international focus is an its 
operations in Burma, which 
include the Badamyar and 
SEIN fields. 



Thierry Desmarest Total chairman says there has been no adverse reaction from shareholders to investment policy 


Rautar 


Unocal. the California- 
based company which is 
Total's partner in the Burma 
project, is coming under 
domestic press u re to follow 
the example of other US 
companies and pull out 
Mr Desmarest says Unocal 
has reassured him it remains 
committed to Burma, but he 
is relaxed about what would 
happen if Unocal did with- 
draw. “If they did have to 
leave, we could easily find 
other companies from Asia 
to replace them." Total 
mi gh t even take part of the 
Unocal stake if the price 


were attractive, he says. 

Mr Desmarest shrugs off 
criticism of Total's Involve- 
ment in countries with some 
of the worst human rights 
records in the world. “We 
don’t feel we're behaving In 
a wrong way," he says. “We 
use the same environmental, 
safety and health rules wher- 
ever we operate. I don’t feel 
there is any benefit In isolat- 
ing countries." 

Although Total’s actions 
have drawn political fire 
from Washington, he 
declines to be drawn on 
whether - as some analysts 


believe - it is merely a mat- 
ter of time before it with- 
draws from the US to avoid a 
possible confrontation. 

He says sanctions author- 
ised under the D ’Amato bill 
to punish investors in Iran’s 
oil industry will not apply to 
Total’s downstream 
Operations in the US. But he 
is also careful to note that 
the US represents a small, 
and not particularly profit- 
able, portion of Total’s over 
all business. 

To some industry observ- 
ers, Mr Desmarest’s relaxed 
approach to possible US 


retaliation smacks of com- 
placency. A Washington 
representative of another big 
European oil company 
believes Total has been 
poorly represented in the US 
c a pital and Hnc little under- 
standing of what actions the 
US administration . might 
take. 

B ut Mr Desmarest does 
seem aware that 
involvement in some 
of the most politically vola- 
tile countries requires care- 
ful risk management and 
diversification. Total has 


upstream operations in 20 
countries. “We probably 
need to be more diversifi ed 
than other companies,” 'he 
concedes. 

He says there has been no 
adverse reaction from share- 
holders to Total’s invest- 
ment policy. Some analysts 
believe the company may 
actually have gained some 
investor support because of 
it- US Investors account for 
about one-fifth of the shares 
- in part, perhaps, because 
no US oil company can offer 
the geographic exposure that 
Total can. 

■ But while Total adopts a 
maverick stance towards 
Investment derisions, it 
judges its financial perfor- 
mance in a more conven- 
tional manner. Mr Desma- 
rest acknowledges that Total 
must make big Improve- 
ments in its profitability to 
retain shareholder support 

Its return on capital 
employed was depressed in 
recent years by too much 
capital being employed in 
low-margin refining. The 
rapid upstream production 
growth in recent years has 
also hit profitability because 
of the large capital commit- 
ments far new projects. 

But Mr Desmarest says 
Total is on track to achieve a 
10 per cent return on capital 
employed by 1996, compared 
with a current rate of &4 per 
cent Total’s target is to hit 
12 per emit by 2000. 

Robert Corzine 


EUROPEAN NEWS DIGEST 


Linotype-Hell set 
for DM82m loss 

Ltaotypeffefl, the troubled Gfisxoan company • 

which is being acquired by HeideJ«^« , . . 
Druckmasdrinen, said yesterday ft ■ !£*?£. 


The 


gihupha^^ that it expected parent 

losses- of znare than DMTttai for 1996. 


Lmotype-HeU Saiu last yeai q 
costs connected to its drastic reS tructifru^P^^Mne. 
The reorganisation, which is expected to involve the loss 
of 1,200 jobs, or about one^hird of its workforce, is rimed 
at concentrating its product range on equipment and 
systems far the graphics industry, expect the new 
structure will help us back into profits m the next two 

years,” said Mr Bernhard Schreier, chairman- - . i. 

years, Sam* Altoaus, Frankfurt 

Hoechst absorbs French unit 

Hoechst. the German chemicals and drugs group, ia close 
to acquiring afi the shares in French subsidiary Roussel 
Uctat as part of Its plan to group all its pharmaceutical - 
interests in a separate listed company. 'The shareholders 
of R oussel udaf have offered Hoechst 11.575m shares, or 
42.7 per of the equity, and the German compan y . 
already holds 56:62 per cent. Buying out an thendnority 
shareholders in Roussel will cost Hoechst a total of 
DM5.3bn ($3JZbn). AFX Naos,.Frdnkfurt 

Rphrakis builds Degussa stake 

Degnssa, the German metals and ch e mi c als group, said 
yesterday Mr George Behrakis, a US businessman, had- 
built up a 5.12 per cent stake in the company In 
connection with its $350m purchase last year of Muro 
Pharmaceutical, of the US. In the deal, Mr Behrakis, chief 
executive and former owner of Muro Pharmaceutical, and 
Ids family received a cash settlement of about 5100m and 
about 627,000 Degussa shares. Mr Behrakis holds an 
option to bay Anther stock in the German group. 

The news helped lift Degussa shares 2 per cent, or 
DM14, to DM718 yesterday. Degussa’s share price has 
risen sharply over the past year an investor c on fide nc e in 
the new management’s strategy. Last year saw the 
qppamlxQent of a new chairman, Mr Uwe-Emst Bufe, and 
rltlpf finarirnal officer, Mr H«tn'fr.Tnaehfali Wagner. 

Analysts say the new management has adopted a nmre 

aggressive styie than its predecessor, and established a 
clearer corporate structure. Sarah Althaus 

Hungary drugs group ahead 

Gedeon Richter, the Hungarian pharmaceuticals 
company, yesterday announced preliminary pre-tax 
profits of FtlLSSbn <$66.2m) for last year, up 19,2 per cent 
in dollar terms on 1995. Sales were Ft36.7bn, up LL2 per . 
cent in dollar terms, wfth exports accounting for 67 per- 
cent of sales. The results were sllghtiy better than 
expected, although the shares felted to reflect this 
because of profit-taking, according to Mr Baraa Papai, an 
analyst with ING Barings. Nevertheless, the company 
performed well, especially in the former Soviet states, 
where sales rose lfij per cent to $7D.7m. Mr Papai said. 

Operating profit rose 3L5 per cent to Ft9.07hn. a 31.5 par 
cent increase on 1905, with margins up from 20.9 per cent 
in 1995 to 24.7 per cent last year. This reflected stringent 
cost management and increased efficiency, the company 
said. Kester Eddy, Budapest 
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Best-Performing Sponsoring Bank 

Winning Awards Certainly 
Makes Us FeBl Good... 





...But The Real Winners 
Are Of Course Our Clients. 


When the Comite du Second March 6 
acclaims Sod£t6 G£o£rale as France’s Best- 
fixforming Sponsoring Bank, it is a reflection 
of the long-term commitment we make 
to all our clients, and a recognition of our 
experience and indeptfa knowledge of their 
business environment. 

Sod£t6 G6u6rale’s expertise is anchored 
on the experience of a team dedicated 
to Initial Public Offerings. 

Thor knowhow in engineering successful 
share issues of all types is underpinned by 


Soti&6 Gen&rale’s widelyapplauded research 
and extensive worldwide distribution network. 

The commitment and talent that Society 
Generale has consistently brought to public 
offerings, at every stage - origination, research, 
syndication, sales and trading - have made 
Sodfcte Gfnerale the N‘l Sponsoring Bank. 
So although it is our name you see on 
the award, the real winners are of course 
our clients. 

Jo find out more, coll Alton NbuUet 
in Paris on +33 1 42 13 76 00 . 



Socritrt GSnUmle’s DfirounotML motouc covers: Auboa Aasamw. Aumutu Awnu Bacuneaf tax Bum. Bulgaria Cameroon 
Canada Gnu CHBU Cowmka Ctoou Cnu Czbch ttznauc Bern taxon. Rnwajc or Yugoslavia Punch Poumsa Bunch West Enhcs 
G own Ghana Guna Guowala Guhm Hone Kong Hdnoamt India Ihwmbu Ham Iuund Had tear Gourr Jamn Jordan Kasuotw 
I imum Law Untnawe Maloba Mexico Monaco Mowocgo NnuuM NrvCaudqma Noro Oman Pakbian Panama Pwumnn Poland 
F ocfMAL Romania Rusha Sensual Sdmapou SLOcaha Somu Sooth Amu South Roma Smw Sai Lahta Sweden SWirznajwo Stka 
Taiwan Thailand Tunuu Tousr UkraWR Unhid Aiai Emduess Uom Kingdom Undid Sms Uzamanui Vdwucla VBttnam Zdoaiwe 
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Impala 

Platinum 







Registration No. 57A» 97SIA36 
(Incofporaied In the. Republic of South AfHca) 


Solid operational 
performance 

Stable earnings 

Dividend maintained 

Major new project 


Interim profit announcement 31 December 1 996 


6 months 
to 31.12.96 
(Unaudited} 


6 months 
to 31.12.95 
(Unaudited} 


12 months 
to 30.06.96 
(Audited) 


R million 

Income from platinum mining (before tax) 
Financial and other income (before tax) 
income from associates 
Attributable income 

Cents per share 
Attributable income 
Dividends 

Shares in issue (millions) 

Statistics 

Free market price index 
Exchange rate achieved 
Platinum 
Sales volume 
Refined ouput 
Cost per ounce refined 
Capital expenditure 


0JS$/O2) 

(RAJS$) 

(000 ozl 
(000 oz) 
' (R/oz) 
(Rm) 


128,2 

27,4 

11,6 

95,9 


154 

30 

62,2 

531 

4,11 

488 

499 

2,193 

130 


97.6 

34.8 

16.8 

92.7 


149 

30 

62,2 

588 

3,69 

492 

491 

1,973 

145 


206,5 

81,1 

23,7 

175,7 


282 

100 

62,2 


577 

3,76 

940 

954 

2,049 

311 


Interim dividend 

An interim dividend of 30 cents per share in respect of the sfx months ended 31 December 1 996 has been 
declared payable to members registered in the books of the company on 7 March 1997. The register of 
members will tedosedfrom 10 to 20 March 1997, indusive. The dividend is dedared in thecWncvS 
the Republic of South Africa. Payments from the London transfer office will be made in United Kinedom 
currency at the rate of exchange ruling on 24 March 1997 or on the first day thereafter on which a rateof 
exchange is available. . 

Dividend warrants will be posted on 3 April 1 997. 

The full conditions of payment may be inspected at the offices of the transfer secretaries of the 
On behalf of the board 




JM McMahon 
S V Kearney 


. ,* -ua-fe. 


JohannesburgL' — if* 
11 February 1997 j"- 


A copy of the Interim Resuhs is available on the Internet web site: http^/wwwMnptatsuosja. \ 
Alternatively pfease contact ^ Croup Secretary, via jgaylarrfemipfev^ I 

or by post at P.O. Box 61396, Marshalltown, 2107, South Africa. Telephone (27 11) MHUBotf 
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If V 


ou are 


looking 


for tailor-made solutions 


in the convertible market . 


. . .talk to the firm named Equity-Linked House of the Year by JFK magazine. The firm that raised capital through lead managed convertible offerings 
in every major market. In every major currency. An average of S200 million per week in 1996. In short, the firm able to develop innovative 
structures and with the resources to execute them — no matter how simple or complex — virtually anywhere in the world. 


Goldman Sachs sole or lead managed 36 convertible transactions in 1996. 


S252.500.000 

A'L 


Aituuussc-Lonza 
Finance Limited 


2% Guaranteed Convertible R™Ja 
due 3001 


Si 25.000,000 


American Medical 
Response, Inc. 


514% Convertible Subordinated Notes 
Jus Fdxuaiy ], 2001 


$061,250,000 


m. 

Apple Computer, Inc. 


t>% Convertible Subordinated Note* 
due Junr 1, 2tXU 


$250,000,000 


Ashanti Capital Limited 


5'-.% Exchangeable Guaranteed Notes 
due March 1 5, 2003 


FF1 .250,000,000 


Miiakfl | u.«rilfl|i 


0% FF Senior Convertible Bonds 
Jw Januatv 1. 200] 


S3S0.000.000 


$ 


Banco Nacional 
dc Mexico, SA. 


11% Stibordinated F^iinpsTil. 
Capital Detenkurta due 2003 


DM345,000,000 


* 

Bam 

cuuuCTurr 

min 


BGB Finance 
(Ireland} PLC 


3.25% Guaranteed Notes 
due 2001 


$115,000,000 


BROADBAND - 
TECHWL0C3ES.INC. 


$% Convertible Subordinated Notes 
due May 15,2001 


$300,000,000 


^=3KraaajsLoac m 

Cirrus Logic, Inc. 


t>% Cnouertible Subordinalrd Note* 
due December 15. 2003 


$230,000,000 


Continental 

Airlines 


bJt'i. Cenwrrtible Subordinated Notes 
due April 15,2006 


$ 12b, 500, 000 


Qafcr 

Cyrix Coiporaticm 


5!*% Convertible Subordinated Notes 
due June 1, 2001 


DM130,000,000 

DaimlerBenz 


Daimler-Benz Capital 
(Luxemkonxg) AG 


■i'/«% Deutscbe Mazb Bearer Notes 
due 2003 with aMertaining 
’Siramh. (N-E-W.S.) 


$112,700,000 


Dole Food 


Automatic Common 
Exchange Security Trust 


.75 Trust Automatic Common 
Securities (TRACES" 1 "1 


S150.000.000 


e- 


^Sii^ud. 


(Cayman 

250% Guaranteed Convertible Bonds 
due 2006 


L. i — 

■J.wmMiHbotMiJ-. 


Filinvcst DoueJopment 
Corporation 


$100,000,000 


unamsuiB 


^ FU Capital 
(Cayman Islands) Ltd. 


Step-l'p Premium 
Redenintiaa rSl'ftRT 
Ln Limn teed Convertible Bonds 
duo 2002 


S125.000.000 


Great Eagle Finance 
(Cayman) Limited 


325% Convertible Guaranteed Bonds 
due 2001 


£110,000.000 


Hanvmeoon pic . 


6'i% Subonknaled Convertible Bonds 
due June 12.2006 


$550,000,000 


I-M 


Host Marriott Corporation 
Host Marriott Fmancial Trust 


6.75% CoowestiUo Ouuiterly Income 
R rl inml Securities 
(Convertible QUIPS™ Sec uri ties] 


$100,000,000 


Imax Corporation 


5M% Conv ert ible SnboidisuiLed Notes 
due April 1, 2003 


$2,120,000,000 


Republic of Italy 


5% tWasUcn EncWuUe Notes 
(L’SSPENVT due 2001 


6'.<% Prfvsheatum EnbaodesUe Notes 
(Lira PENO due 2001 


$115,000,000 


Mabindza & Makindra Limited 


CTb ConwatiUe Notes 
due July 9, 2001 


Si .000,000,000 


Microsoft Corporation 


2K% Convertible I _ . 

ftmcipjl- Protected Preferred Shuras 


$143,750,000 


w 

National Data Corporation 


5% Convertible Subordinated Notes 

due November 1, 2003 


$8630,000 


Nam AMBOCUB VWXN 
North American Vaccine, Inc. 


6.50% Convertible Snbanbnuted NoIh 
due May 1,2003 


$115,000,000 


Fbgo Producing Company . 


5S% Convertible Subordinated NoU* 

dne June 15, 2006 


$143,750,000 


O QUf JiTILES 


435% Convertible Subordinated Notes 
due May 31, 2000 


$276,000,000 


AVCNUI 
Sab? Holdings, Inc. 


514% Convertible Snbordinaled Notes 
due September 15, 2006 


$65,000,000 


Samsung 

Duplay Devices Co., Ltd. 


Airi. Km 


0-25% Convertible Bonds 
due Much 12. 2006 


$14930,000 


S-F’X"^ Broadcasting. Inc. 


D':% Series D Cumulative Convertible 

Fsckulgeablr Preferred Stecb 

due May 31. 2007 


$149,500,000 


?!4% Convertible Subordinated Notes 
due September 15. 2001 


¥100,000.000,000 


Sumitomo Bank 
International Finance N.V. 


%% Mandatory E xch a n geable 
Subonfcnated Guaranteed Notes 
duo 2001 


$104,600,000 


^1 


TPI Pblene Public 
Company Limited 


2.75% Convertible Bonds 
due 2006 


$150,000,000 


O United 


i m — 

wwastJB 

United TXhata Svstems, Inc. 


Convertible Subordinated Note 

due June i, 2001 


$69,000,000 


UroMed 


6% Convertible Subordinated Notes 
doe October 15. 2003 


$57,500,000 


S Ventritex 


5Vtf> Convertible Subonlinatid Notes 
doe Ao£o»t 15, 2001 


$40,000,000 


smunHi.iowout 
'SPilliams-Sonoma. Inc. 


544% Convertible Subordinated Notes 
due April 25, 2003 


Talk to Goldman Sachs. 


15 


Bangkok Beijing* Frankfurt George Town Hong Kong 
Mexico City Milan Montreal New York Osaka Paris 
Singapore ■■ Sydney Taipei* Tokyo Toronto 


Shanghai* 


London 
Sao Paulo* 
Vancouver 


Madrid* 

Seoul* 

Zurich 


(johiman 

Sadis 


* representative office 

Issued by Goldman Sachs International, regulated by the Securities and Futures Authority. 
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Cap Gemini profits increase five-fold 


By David Owen in Paris 

Cap Gemini, the European 
computer software and ser- 
vices group, yesterday 
reported annual profits 
increased five-fold, partly 
Spurred by a surge in busi- 
ness finked to new technolo- 
gies. such as electronic com- 
merce and the Internet. 

The Paris-based company, 
which, is 24 per cent owned 
by Daimler-Benz and 20 per 
cent by Compagnie Generate 
d’ Industrie et de Participa- 


tions, said net profit exclu- 
ding minority interests rose 
to FFtffflOm (S5Q.lin) in 1996. 

That compared with 
FFr52m in 1995, when it 
returned to the black, after 
suffering a deficit of FFr94m 
in 1994. 

Operating income climbed 
53 per cent, from FFrS78m to 
FFrl.04bn. It was equivalent 
to 7 per cent of revenue, up 
from 6 per cent last year. 

Operating revenue 
advanced 31 per cent, from 
FFrll3bn to FFrl*L8bn. 


The group said this 
advance would still have 
been strong, at 18 per cent if 
it had excluded revenue 
from Gemini Consulting for 
the seven months since its 
integration into the group 
last May. 

The figures were some- 
what above expectations, 
and shares closed in Paris up 
FFr1420, or 4.8 per cent at 
FFr310. 

Mr Richard Kramer, an 
analyst with Goldman Sachs 
in London, said be was now 


expecting 1997 net income of 
FFr460m. 

Goldman recently raised 
its recommendation for Cap 
Gemini to “trading buy" 
from “market performer”. 

Earnings per share 
increased from 99 centimes 
to FFr4.64. 

Cap Gemini said its 
growth had been equal to. or 
greater than, market growth 
in all 15 countries in which 
it had a significant presence. 

Besides business linked to 
new technologies, it had 


enjoyed growth in systems 
integration, with contracts 
on the rise. 

It had benefited from 
growth in services combin- 
ing the management consult- 
ing skills of Gemini Consult- 
ing with the technology 
expertise of Cap Gemini. 
This generated new orders of 
more than FFrlbn. 

Last year saw a significant 
reorganisation at the group, 
to help it compete more 
effectively with its US rivals, 
Electronic Data Systems ami 


International Business 
Machines. 

The intention was to 
change Cap Gemini from a 
clutch of geographic busi- 
nesses into one based on 
transnational operations, 
built around industry sec- 
tors. 

The four industry units 
were telecommunications, 
insurance, pharmaceuticals, 
and travel and transport. 

The group indicated 1997 
revenues were likely to be 
about FFrlSbn. 


Alusuisse posts 
advance but 
holds dividend 


By WPIIam Hail 
in Ziaich 

Alusuisse-Lonza, the Swiss 
industrial conglomerate, yes- 
terday reported an 8 per cent 
increase in 1996 net income 
to SFr417m ($292m). but 
opted not to increase its divi- 
dend in spite or a 22 per cent 
rise in cash flow to SFr926m. 

Cash flow was nearly one- 
third higher than the 
SFr700m spent on invest- 
ment. However, the com- 
pany will invest more than 
SFrfOOm in the current year 
and believes that holding the 
dividend at SFria75 a share 
will increase its financial 
flexibility at a time when its 
gearing has increased 
because of currency factors. 

The decision not to 
increase the payout disap- 
pointed some stock market 
analysts, and the shares fell 
SFtS to SFrl.201. 

By contrast, Mr Boris 
Bernstein, of Goldman Sachs 


in London, described the 
decision as “very positive 1 '. 
He said that the company 
was earning more than 15 
per cent on net operating 
assets in all its divisions, 
and could justify ploughing 
shareholders' money back 
into interesting investment 
opportunities. 

Another reason for the 
market's disappointment 
was that Mr Sergio Mar- 
chionne. the chief financial 
officer due to take over as 
chief executive in April, 
refused to speculate about 
his plans for the group, 
which has interests ranging 
from al uminium to packag- 
ing and chemicals. 

Although the company has 
insisted there are synergies 
between the various parts of 
its business, some analysts 
have speculated that the 
company might follow other 
Swiss blue chips and restruc- 
ture by spinning off or merg- 
ing some elements. 



Sergio Marchionne: earnings ‘phenomenally strong* in the aluminium division w*oe 


Alusuisse’s traditional alu- 
minium operations have 
often been singled out as a 
possible disposal, partly 
because of the cyclical 
nature of the business. How- 
ever. Mr Marchionne praised 
the “phenomenally strong” 
earnings of the division in 
1996. when prices on the 
London Metal Exchange fell 
15 per cent. Lower prices 


were more than offset by 
increased activity in down- 
stream businesses. 

The group's packaging 
business, which in terms of 
its sales - SFr322bn - is the 
biggest division, lifted oper- 
ating income 23.4 per cent 
to SFr253m. 

Operating income in alu- 
minium was unchanged at 
SFr228m. on marginally 


increased sales of SFr22bn. 
and In the chemicals divi- 
sion was virtually fiat at 
SFr219m, on slightly lower 
sales of SFrl.75bn. 

The group's total sales 
rose 7 per cent to SFrfibn. 
However, the growth was 
only 2J5 per cent after adjust- 
ing for the SFr600m acquisi- 
tions of Wheaton and Cell- 
tech Biologies. 


French CAD 
group surges 


Dassmdt Systdmes 

Share price relative to tha .CAC 40 

ieo : — — ' • ' ' • — ^ 


By David Owen 

Shares in Dassault Systbmes 
rose sharply yesterday after 
the French specialist in com- 
puter-aided design (CAD) 
and manufacturing reported 
a 55 per cent advance in net 
profits, from FFr221 -3m in 
1995 to FFr342.5m (S61.3m) 
in 1996. 

The shares, which have 
performed strongly since last 
June when the company was 
listed on both the Paris 
bourse and Nasdaq in the 
US. closed ahead FFr40. or 
13.2 per cent, at FFr343 in 
Paris. 

Turnover rose 22 per cent 
from FFrl.l4bn to FFrI.39bn. 
while net income per share 
increased from FFr4.33 to 
FFr6.66. 

Mr Charles E dels term e, 
chairman and chief execu- 
tive. said that 1996 had been 
“an excellent year" for the 
company, with turnover. 


operating margins and prof- 
its at record levels. 

Mr Didler Gaillot. control- 
ler. attributed the improved 
performance partly to the 
securing of a number of sig- 
nificant new contracts, par- 
ticularly in the automotive 
field. 

He said the company had 
also improved its market 
penetration among relatively 
small customers. 

Year-on-year performance 
was also helped by a sub- 
stantially increased contri- 
bution from financial reve- 
nue and other items. This 
rose from FFr34. lm to 
FFrlQ2.9m. 

The difference was attrib- 
utable for the most part to 
exchange transactions. 
These yielded a FFr 38.5m 
gain, compared with the 
FFr21.6m loss in 1996 l 

In the final quarter, net 
profits rose 28 per cent to 
FFri32.9m, on turnover 



1906 
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ahead 17 per cent at 
FFr 435.6m. 

Mr Gaillot would not com- 
ment on whether the com- 
pany. which is indirectly 
controlled by the Dassault 
family, had plans to make 
more of its shares available 
to the public. 

At present, the public 
holds only 17.5 per cent of 
the group. 

The company said it was 
“very satisfied" with the out- 
look for 1997. 

It added that it was begin- 
ning the year with a “very 
high" order book. 


Canal Plus sales 
up 14% for year 


By Andrew Jack in Paris 

Canal Plus, the French pay 
television service, yesterday 
reported sales up 14 per cent 
to FFrll.6bn ($2.07bn) for 
1996, while announcing a 
FFr2bn convertible bond 
issue related to its recent 
merger with NetHold. 

A strong growth in sub- 
scriber numbers was supple- 
mented by a sharp increase 
in sales of audio-visual 
rights and other services, 
despite a modest decline in 
advertising and sponsorship 
income. 

Subscription income rose 
9 per cent to FFr8.9bn on the 
back of an increase in 
French subscribers, from 
4.3m to 4.4m for its Canal 
Plus service and from 306,000 
to 446,000 for its Canal Satel- 
lite digital service. 

The figures do not include 
revenues from the compa- 
ny’s foreign subsidiaries and 
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theme channels. The largest 
increase in revenues - up 48 
per cent to FFr2 _2bn - came 
from its other activities, 
including substantial income 
from the rights of the 5,000 
films held by UGC-DA. 
Europe's second-largest film 
catalogue, which was 
included In the accounts for 
the first Hmp in the second 
half of last year. 

Advertising and sponsor- 
ship income fell 3.3 per cent 
to FFr440m. which the group 
said in part reflected a 
decline in spending by 
advertisers which bad 
affected the entire television 
industry. 

Canal Plus added that it 
maintained a policy of not 
using the mavimum quota of 
advertising in the unen- 
crypted broadcasts which it 
is required by law to make 
each week. 

Separately yesterday, the 
group issued a FFr2bn five- 
year convertible bond, 
designed to refinance the 
debt incurred by its merger 
partner NetHold in its acqui- 
sition of a 6.6 per cent stake 
in Mediaset, the holding 
company for the television 
interests of Mr Silvio 
Berlusconi, the Italian 
businessman and former 
prime minister. 

The bonds can be con- 
verted into the Mediaset 
shares held by NetHold. 
although Canal Plus indi- 
cated that it had no inten- 
tion to reduce its stake in 
the I Lilian group. 

The latest figures released 
for NetHold - at the end of 
last August - showed that it 
bad an additional $300m in 
debt which would be added 
to Canal Plus' balance sheet 
after the merger. 
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Sony set 
to sign 
up new 
UK label 

By Alice Rawsthom 

Sony Music is in the final 
stage of negotiations to sign 
a multi-million pound deal 
with Independiente, a UK 
record label launched by Mr 
Andy Macdonald, who dis- 
covered Paul Weller. Por- 
tishead and the Beautiful 
South. 

Mr Macdonald, who flew 
to New York yesterday for a 
meeting at Sony Music's cor- 
porate headquarters, set up 
Independiente last antunm, 
after clashing with Poly- 
Gram, the Dutch entertain- 
ment group, -over its plans 
to take control of Go! Discs, 
his former record label. 

He has been holding talks 
with most of the world's 
large record companies, 
which have vied for the 
international distribution 
rights for Independiente's 
acts. 

All were hoping Indepen- 
diente’s musicians would be 
as successful as Mr Macdon- 
ald's signings at Go! Discs, 
which include GabrieDe, the 
UK singer who is a nominee 
in this month’s Brit music 
industry awards. 

Mr Macdonald is believed 
to have agreed the basis of a 
deal under which Sony 
Music, a subsidiary of the 
Japanese electronics and 
entertainment group, will 
pay several milli on pounds 
for the right to distribute 
Independiente’s recordings 
everywhere but In the UK. 

Sony Music recently 
renewed a similar agree- 
ment with Creation, the UK 
record company behind 
Oasis, one of the most 
successful rock groups of 
the 1990s. Sony paid £14m 
($ 22 . 8m) to extend for five 
years the arrangement, 
under which it distributes 
Creation’s music outside the 
UK and owns 49 per cent of 
its equity. 

The Independiente deal is 
not expected to include an 
equity element. Mr Macdon- 
ald’s recent row with Poly- 
Gram was caused by the 
Dutch group's attempt to 
exercise its pre-agreed right 
to acquire the 51 per cent of 
Go! Discs it did not already 
own- PolyGram bought a 49 
per cent stake in the label 
in 1987. 

PolyGram bad hoped that 
Mr Macdonald would 
remain with Go! Discs after 
the takeover. He refused and 
resigned, after selling his 51 
per cent stake for an esti- 
mated £l2m. 

Go! Discs has since been 
dismantled, except for the 
Go? Beat dance label which 
PolyGram is relaunching. 
PolyGram has distributed 
the former Go! Disc acts 
among its other record 
labels. 

Several senior Go! Disc 
executives have left Poly- 
Gram to join Mr Macdonald 
at Independiente, where be 
has signed a number of new 
acts. The most eagerly 
awaited of Independiente's 
first releases is the debut 
album by Travis, one of Mr 
Macdonald’s early signings, 
which is due out this spring. 


THE THAILAND FUND 

Internationa! Depositary Receipts IlDRs) 
issued by 

Morgan Guaranty Trust Company oT New York 
Evidencing Beneficial Certificates representing 1,000 Units 
Notice is hereby given io the unitholders that the Thailand Fund 
dec Lined a distribution of Baht 9.S6 per shore. The Record Date for 
this dividend is December 3 1st. 1996. 

A* of February 17. 1997 payment of coupon number 10 of the 
Internal ionnj Depositary Receipts wiU be made in US dollars at the 
net rate of USS 330,64 per IDR after deduction of 10 % Thailand 
withholding tax and depositary Tee of USS 0.92. 

Payment will be made at one of the following offices of Morgan 
Guaranty Trust Company of New York: 

Brussels. 

London, 

Frankfurt. 

In compliance with the terms and conditions of the Deposit 
Agreement the dividend will be paid by die Depositary or the afore- 
mentioned agents, against presentation of the coupon and the 
appropriate and duly completed certificate of nationality and 
residence. 

Depositary: Morgan Guaranty Trust Company of New York 
Avenue d« Arts 35, 1940 Brussels 

JP Morgan 


35, Avenue dcs Arts 
60. Victoria Embankment 
2-4 Boencnsmsc 


EUROPEAN NEWS DIGEST 


Acronym acrimony 
changes KNP name 

KNP BT. the Dutch .paper, packaging and distribution 
group, will have to change its name as aresult of a 
settlement reached with KPN, the country’s privatised 
posts and telecommunications utility, m a {aw^ntwhich 
the 121 -year-old paper maker had itself initiated. KNP 
launched a suit last July claiming that confrision. 
surrounding the similarity between their aermyna had 
led at least one US investor to place a large order for 
shares in' the wrong company. 

The two called a truce last month but only yestiaday 
partial terms, under which Koninkbjke PTT 
Nederland will “contribute to the costs of this change, 
which will indude the respective publicity cam pa ign." Mr 
Bouke de Vos, a KPN official, said the sum agreed was a 
fivgri amount, although the plaintiff company could not 
yet estimate the total amount needed. For KNP. Mr 
Patrick de Leede said the shift, to take place next year, 
would probably require the use of an outside agency to 
identify suitable titles. It intended to keep the initial K for 
its “Koninkliike’* (royal) designation, an honour bestowed 
by the Dutch monarchy. 

KNP Leykam. the paper making division which was the 
original core of the group, would meanwhile retain that 
namp The group, which is seeking a partner to invest in 
the lossmaking division, insisted it found the outcome 
satisfactory although It acknowledged it would have to 
bear part of the cost Gordon Cramb. Amsterdam 

Huht amaki advances 33% 

Huhtamaki. the F innis h-based international foods group 
which restructured heavily last year, is to double its food 
pnricag in p volume in Asia-Pacific by acquiring Hong 
Kong-based Pacific World Packaging. Mr Timo Peltola, 
Huhtamaki chief executive, said the purchase would 
broaden the geographical reach of Huhtamaki 's Polarcnp 
p ackag in g division. The value of the deal was not 
disclosed. 

PWP, a privately-owned group with annual sales of 
about $75m, has a presence in Australia, C h in a, Taiwan, 
Malaysia and Hong Kong. PoJarcup's activities are 
concentrated on south-east Asia. Mr Peltola said the 
acquisition would give Polarcup a dominant market 
position in Asia-Pacific, building on its cumber one 
position in Europe. 

Meanwhile. Huh tamaki announced a 33 per cent rise in 
fun-year profits. Pre-tax profits, excluding exceptional 
items, advanced from FM312m to FM416m ($85m), 
overcoming a dip In net sales from FM7.8bn to FM7.5bn. 
Net exceptional income, relating to a string of disposals 
during 1996. was FMl26m. Operating profits improved 
from FM465m to FM529m, despite the sale of Leiras, 
H uhtamakT a pharmaceuticals division, to Schering of 
Germany. 

However, operating earnings at Leaf, HuhtamakTs 
confectionery brand, dropped from FM252m to 7M227m. 
This followed a 29 per cent decline in profits in Leafs 
North American operations which was blamed on slow 
sales. Leafs operating profits in Europe and Asia were 
stagnant at FMl70m and overall Leaf sales were also 
static at FM4J3bn. Polarcup operating profits progressed 
from FMi6im to FM214m. helped by lower raw material 
prices and high capacity utilisation. Sates rose from 
FM2.48bn to FMZ55bn. Greg Mclvor, Stockholm 

Gomez joins Wasserstein 

Mr Alain Gomez, former head of Thomson, the French 
state-controlled electronics group, has joined Wasserstein 
Perella. the US investment bank, as a Paris-based senior 
adviser. The move comes almost a year after Mr Gomez, 

58. resigned from the Thomson chairmanship to which he 
was appointed by France’s then socialist government in 
1982. He was brought in to supervise the company's 
nationalisation. 

The public line on his dismissal last year was that the 
group needed someone new to take it back into the 
private sector. However, it emerged that a farther reason 
was talks the group had held on an alliance with General 
Electric Company, of the UK. Mr Gomez’s support for an 
alliance with GEC seemed to have cut across the 
government’s belief that French companies should first 
regroup among themselves and then seek new European 
tie-ups. Prime minister Alain Juppe's current centre-right 
government is still trying to decide how best to privatise 
Thomson-CSF. Thomson’s defence electronics arm, after a 
botched attempt last year to sell off the whole group. 

David Owen, Paris 

SocGen in restaurant link-up 

Soctete Generate, the French banking group, yesterday 
announced an agreement with Transmedia, operator of a 
restaurant payment system. Clients of the bank's Visa 
Premier service will be able to subscribe to the 
Transmedia service, which in exchange for an annin?] 
subscription fee offers clients restaurant discounts. 
Transmedia, in return, gets access to important 
information on its customers’ spending patterns. 

The move represents a shift within the relatively 
restrictive French legislative framework towards 
issuing cobranded cards and forming partnerships in an 
effort to boost business. However, French banks are 
restricted in their involvement, because their use of i. 
financial information on customers is limited by civil 
liberties regulations, and an agreement between the 
banks rules out the development of co-branded credit 
cards. 

Customers will be issued with a single plastic card 
bearing both the Transmedia and Society Gdn6rale logos, 
which they can use to pay restaurant bills, with a net 
discount of 18 per cent credited to their account at the 
end of each month. As part of the deal. Society Gdndrale 
is to buy a 10 per cent stake in the French subsidiary of 
the US-based Transmedia, which is otherwise owned by 
the US parent and its European affiliate. 

A number of French retailers have developed credit 
cards linked to financial institutions, and American 
Express recently signed an agreement for a fidelity card 
with Accor, the hotels and leisure group. Mr Ziad Sarkis, 
head of consultants Mitchell Madison in Paris, said: “This 

is an interesting example of the best sort of thin E a 
French bank can do given limitations on cobranding and 
use of information." Andrew Jack, Paris 

AGF denies merger talks 

AGF, the French insurer privatised last year, yesterday . 
denied it was in discussions either with potential 
acquirers or target companies which it might be 
interested in buying, in the wake of speculation which 
has boosted the share price, the group said there had been 
no talks with Allianz, the German insurer which last 
month bought Allianz Via Holding France, a group of 
insurance businesses held by Navigation Nfixte. 

AGF argued that any attempt by Allianz to take it over' 
could run into considerable difficulties, in part because it 
has a standstill agreement with the rival German insurer 
AMB, in which it owns 33 per cent, until 2000. lt also bias 
a contract with the French post office for the sale of life 
assurance contracts, which could ran into difficulties if 
thetosurer were bought by a foreign company. It said 
hostile takeovers In France had tra<hti<malfy proved 
costly and unsu cc essful, and that Allianz mi ght q feo be - 
forced to sell its trade credit insurer In enter toJiuy AG& 
which has control over a series of rival Insurers.' 1 ' 

Both Allianz and Generali, the Italian group which last 
year untangled its cross*harehnlding with Axa-UAF, are 
now in a position to consider extending their insurance 
interests in France. In the wake of the merger of Axa and: 
UAi j announced in November last year, there has. been . 
considerable speculation about further taktovms in the. 
sector Andrew Jack 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


Matsui move 
sparks wave 
of fee-cutting 


By Gwen Robinson in Tokyo 


ad\ ances 33% 


A stream of foreign anti 
Japanese securities compa- 
nies have halved their trad- 
ing commissions for over- 
the-counter shares in the 
past 10 days in response to a 
si m ilar move, announced in 
Jate January, by Matsui 
Securities. 

Mr Michio Matsui, presi- 
dent of Matsui, a small inde- 
pendent broker, took the 
securities industry and the 
finance ministry by surprise 
when he announced the cut 
in commissions. 

The unilateral decision 
prompted a mini-revolution 
in the country’s hitherto 
moribund OTC market, in 
what analysts describe as 
Japan's first wave of dis- 
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The finance ministry has 



been studying proposals to 



liberalise fixed commissions 
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apply to all trades up to 
Yibn ($8.im) in value on 
Japan's stock exchanges, but 
fees for trading in OTC 
stocks can be set freely. Tra- 
ditionally. however, uniform 
commission levels have been 
set for trading- of OTC stocks 
and convertible bonds. 

Wi thin hours of Mr Mat- 
sui 's announcement. Paribas 
Capital Markets said it 
would match the cuts and 
implement them ahead of 
Matsui Securities, which had 
said the discount would 
apply from early March. 
Credit Lyonnais Securities 
and Nippon Securities, 


an Osaka-based broker, 
followed suit 

The OTC market, which 
tracked the Tokyo stock 
market's plunge from late 
last year, has surged in 
response. 

Following Mr Matsui’s 
announcement on January 
30, volume climbed 26 per 
cent to 9m shares on Janu- 
ary 31 and the benchmark 
Nikkei OTC Index jumped 
nearly 7 per cent to close at 
1280.34 on February 4. 

Analysts expect the move 
to speed deregulation of the 
securities industry. They 
warn, however, that full lib- 
eralisation of stock-broking 
commissions must be accom- 
panied by other reforms to 
allow brokers to diversify 
their sources of income. 

Japan’s 280 securities 
houses have traditionally 
relied on high commission 
fees for much of their profit 

Mr Masashi Suzuki, chair- 
man of the securities dealers 
association, estimated that 
for smaller brokers, commis- 
sions account for as much as 
90 to 100 per cent of earn- 
ings, while for the big four 
Japanese brokers they repre- 
sent about 46 per cent 

Expansion of the OTC 
market however, was highly 
desirable, he said. 

“The industry wants to 
develop the OTC market fur- 
ther, so it becomes some- 
thing like Nasdaq and actu- 
ally competes with the 
Tokyo Stock Exchange. Up 
to now, it has been viewed 
as a supplementary market 
yet it already trades some 
780 companies, and every 
year there are additional 
ones,” Mr Suzuki said. 
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ASIA-PACIFIC NEWS DIGEST 


Teck, Camelot 
lift Mt Edon bid 


Canada’s Teck Corp and Camelot Resources, the 
Australian junior miner in Which Teck holds a stake, 
yesterday raised their joint bid for Mount Edon, which 
owns and operates the Tarmoola goldmine in Western 
Australia. 

The new bid is worth A$2_25 a share In cash, up from 
A$2.15 a share previously, and values Mount Edon at 
around A$165m (US$125m). It is conditional on the 
bidders’ gaining an acceptance level of at least 90 par cent 
within three weeks of the offer being dispatched, and is 
being recommended by Mount Ed on’s board in the 
absence of any higher bid. 

Teck has said the acquisition would give it an 
"operating base” in Australia, from which it would look 
at further acquisitions, both within Australia and in 
south-east Asia. 

It already holds interests in a couple of other junior 
miners in Australia which are carrying out exploration 
work in the region. Nikki Tail, Sydney 
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Piltel finance chief quits 

The chief financial officer of POipxno Telephone (Piltel) ■ 
has resigned after the Philippines’ leading cellular 
telecommunications group made losses of more than 700m 
pesos ($26.6m) last year as a result of the pirating of 
mobile phone numbers. 

Mr Ignatius Yenko would be replaced by Mr Juan 
Velasquez, the company said. Piltel expects net income in 
1996 to reach around 700m pesos despite the provision of 
887m pesos for doubtful accounts. 

AFX’ Asia and Renter, Manila 


PAT, revises loss forecast 


Philippine Airlines, the national carrier, has forecast a . 
net loss for the year to March of 2bn pesos ($76m), 
exce eding its previous estimate of a loss of lbn-l-3bn 

P< ~Mr Jaime Bautista, PAL chief fina n ci a l officer, said the 
forecast had to be revised because of a strike in November 

last year. . , 

“The five-day strike caused PAL SOOm pesos m losses, 

he said. „ ^ ... _ _ 

It also depressed revenue in December, which rea ched 
only 2.8bn pesos, lower than the company’s original target 
of 3J3bn pesos, he added. _ _ 

Estimated revenue for the year to March is 27on pesos. 
In the year to March 1996, PAL made a netJoss Qf2J to 
pesos. AFX-Asia, Marala 


Shift to fixed income pays off at Peregrine 

Almost 80 per cent of the investment bank’s turnover is now derived from Asian debt markets 


P hilip Tose, co-founder 
and chairman of Pere- 
grine Investments, no 
longer has on his desk a ded- 
icated line to Mr Li Ka- 
shing. Hong Kong's most 
powerful tycoon. That says 
much for the evolution of 
the pan-Asian Investment 
bank. 

Peregrine has been wary 
of remaining over-reliant on 
those like Mr Li, who backed 
the company at its outset 
nine years ago and have 
remained lucrative clients. 

As Mr Tose puts it: "Our 
backers have been very help- 
ful, but they are passive 
investors. Our reliance on 
their business has dimin- 
ished over the years, a factor 
of the size we have become.” 
Peregrine owes much of its 
success, and its growing 
Independence, to the deci- 
sion a few years ago to shift 
its attention from equities to 
fixed income. 

Two years ago, when 
bankers were alternately 
bemoaning the deartb of 
Asian debt markets and 
extolling their potential. Per- 
egrine swooped on the fixed 
income team at Lehman 
Brothers, the US investment 
bank, in Hong Kong. 

That team last year han- 
dled almost 80 per cent of 
the group's total turnover. 
Focusing on the region's 
three more open markets of 
Indonesia, Malaysia and 
Thailand, and sticking essen- 
tially with uon-rated corpo- 
rates, fixed income is now a 
crucial part of Peregrine's 
armoury. 

Mr Tose’s faith in Asia’s 


National 
Mutual 
upbeat on 
profits 


By Nikki Talt to Sydney 


National Mutual, the 
recently demutualised Aus- 
tralian life office which is 
controlled by France’s Asa, 
said yesterday it expected 
profits to improve in the 
current 1996-97 financial 
year. 

“Results for the first quar- 
ter of our current year indi- 
cate that, subject to invest- 
ment markets remaining 
stable, the profit for 1997 
should be greater than the 
Af210m [US$159m] achieved 
in 1996,” Mr Athol Lap- 
tborue, the outgoing chair- 
man, told shareholders at 
yesterday’s annual meeting. 

The company added that it 
believed National Mutual 
Asia, its Hong Kong-based 
life business, had “strong 
prospects” and that the 
change in the territory’s 
sovereignty later this year 
should not “have a signifi- 
cant impact on this 
growth’’. 

But it also stressed that It 
intended to pursue other 
markets in the region; “We 
are looking at opportunities 
in . . . India. Vietnam and 
the Philippines and have a 
licence application pending 
in Thailand,” shareholders 
were told. 

Mr Lapthorne said pros- 
pects for National Mutual 
Asia remained strong, with 
continued growth expected 
in the division’s core indi- 
vidual life and health busl- 


“We believe the change in 
sovereignty [of Hong Kong] 
in mid-1997 will not have a 
significant impact on this 
growth.” he added. 

Progress was being made 
on the start-up at operations 
in Taiwan and Indonesia, 
the company said. 

Axa holds a 51 per cent 
stake in the quoted group. 
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Peregrine in full flight 


Number of transactions 

and amounts raised, 1995 (HKSm) 


Contribution of business activities 
10 turnover, 1995 (HK$m) 


Turnover (HK$bn) 
— -100 


ConvartiM* bonds 9S9 
Guarantood not* 102 


Covered warrant* 768 
IPOs 3, 177 
Rights Issues 470 


B-sh*r* IPOs/ 
Rights Imum 649 


Ptaefciga 15,596 


Source: Company figures 



Inv es tment trading 15,665 


Corporate ftvanc* 168 


SecxtothK brokerage 441 
Derivatives 278 
Direct investment 280 
Asset management 6 
Other financial revenues 107 


Foreign ex ch ange and 
commodities brokerage 16 


Read income 67.129 



1881 82 83 04 86 

Interim results for Six months ended June 30 


fledgling debt markets is 
based on the region’s 
growth. Just as the UK’s 
debt markets flowed from 
the industrial revolution, so 
Asia's debt markets will 
blossom from infrastructure, 
he says. “The debt markets 
are where equity markets 
were 15-20 years ago. but 
they are going to catch up 
very rapidly.” 

The figures vindicate the 
leap Into fixed income. In 
1990, group turnover was 
US$250m. Peregrine wrote its 
first ticket in September 
1994. In 1995. group turnover 
was USSllbn - mainly 
because of the new fixed 
income business. Turnover 
in 1996 will be more than 
US$20bn, Mr Tose says, and 
in 1997 it will be sharply up 

a gain 

Revenues from bond trad- 
ing feed quickly in to profits. 
Being an over-the-counter 
business, it is less people- 


intensive than equities, 
where membership of a raft 
of different exchanges 
pushes up the bead count. 
(Peregrine’s staffing costs 
are high, at about 60 per 
cent of total costs, compared 
with au average of about 
40-50 per cent for US banks.) 

Mr Tose estimates that 
returns on fixed income 
business are roughly double 
those available on equities. 

Equities are giving invest- 
ment banks in Asia a double 
problem: escalating costs as 
salaries spiral skyward, and 
squeezed margins in an ever 
more competitive environ- 
ment 

Volumes are bigger in 
fixed income. Last year. Per- 
egrine topped the league 
table of book runners for 
Asian equity international 
offerings, after raising 
US82.6bn. Yet that impres- 
sive tally - ahead of Morgan 
Stanley and Goldman Sachs 


- pales in comparison with 
Peregrine's fixed income cli- 
ents, which raised more than 
USS20bn. 


N evertheless. Pere- 
grine is reshaping 
its equities activi- 
ties, to ensure they too 
remain lucrative. That 
means proprietary trading 
and structured products, 
which pitches it alongside 
the more aggressive US 
banks in the region. 

Mr Tose says: “The future 
of the equities business is 
going to be more and more 
derivative-led. The days of 
being able to take an order 
to buy Im HSBC shares and 
make money on that are fast 
disappearing. If you look at 
the annual reports of Mor- 
gan Stanley or Merrill 
Lynch, you will see the 
amount of agency commis- 
sion generated is very small. 
These houses are becoming 


giant trading machines." 

The new breed of bank 
consumes money. Peregrine 
boasts a capital base of some 
USSSoOm, all of which is 
focused on Asia. 

To bolster its position fur- 
ther, the group recently 
acquired a rating from Japan 
Bond Research institute, to 
help it tap the Japanese mar- 
kets for funding. Mr Robin 
Fox, an associate director at 
Nomura Research Institute, 
says: “Fixed income makes 
more demands on your bal- 
ance sheet, and you have to 
get more credit lines, but 
Peregrine has been very suc- 
cessful at doing that. It has 
an aura of success about it, 
which makes banks willing 
to lend." 

If analysts have worries, 
they concern the industry, 
not the company: that a rise 
in US interest rates may 
slow growth on the fixed 
income side this year, and 


that broking is at the mercy 
of the market 

Analysts applaud Pere- 
grine's diversification 
beyond China and Hong 
Kong, on commercial terms. 
However, it takes boldness 
for Mr Tose and fellow co- 
founder, Mr Francis Leung, 
to move in the opposite 
direction from the rest of 
corporate Hong Kong in the 
final days of colonial rule. 

Companies, including a 
number of Peregrine clients, 
have been chasing alliances 
with mainland entities and 
power brokers, the better to 
fulfil their potential In 
China. 

But for Mr Tose, the 
increased demand from 
Asean countries means that 
Mr Li and bis ilk are now 
treated the same as everyone 
else on Peregrine's phone 
network. 


Louise Lucas 
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Unique insights stem from unique knowledge. 
Knowledge that often comes from long-term, 
committed relationships. This was the case with 
Bankers Trust and Telefonos de Mexico, S.A. de C.V 
(Telmex), Mexico’s premier telecommunications 
provider. It was our long-standing relationship that 
allowed us to understand and anticipate Telmex’s 
need to raise capiral by arranging a short-term 
financing solution that was both cost-effective 
and quickly executed. More importantly, it was our relationship that 
allowed us to uncover a market opportunity that others had not yet 
anticipated. Our extensive structured finance expertise, our insight 
into the international capital markets and an understanding of our 
clients’ objectives enabled us to creatively structure this deal. The 
combination of the investment grade rating, short-term maturity and 
desirable yield made the securitization very attractive to a large group 
of investors. So attractive, in fact, that although the transaction was 
initially sized at $200 million, market appetite was so strong that it 
allowed Telmex to increase the size of the financing to $280 million. We 
welcome the opportunity to discuss how we can develop equally innovative 
solutions to your financial challenges. 


k BankersTrust 
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US media groups beat market forecasts 


By Richard Waters in New York 

Both Time Warner and Westing- 
house Electric beat stock market 
expectations with fourth-quarter 
results yesterday, breathing new 
life into their subdued share prices. 

However, Wall Street analysts 
had scaled back their expectations 
for both companies in recent 
months amid concerns about the 
time it is taking them to generate 
ear ning s from their media and 
entertainment businesses. 

Time Warner also put forward 
two pro min ent outsiders as nomi- 
nees for its board yesterday, a 
move which Is likely to help ease 
the concerns of shareholders who 


have pressed Mr Gerald Levin, 
chairman, to do more to lift the 
company's share price. 

The two - Mr Stephen Bollen- 
bach, chief executive of Hilton 
Hotels, and Mr Gerald Green wald, 
chairman of UAL - will come up 
for election at the company's 
annual meeting on May 15. 

Time Warner's shares have 
fallen in recent months as Wall 
Street has grown impatient at Mr 
Levin's failure to resolve the future 
of its 75 per cent owned cable-TV 
group. Time Warner Entertain- 
ment. A sale to junior parter US 
West, hinted at last autumn by 
Time Warner executives, would do 
much to reduce the group's moun- 


tainous debt and buoy its earnings 

The group's latest quarterly 
results indicated a stronger operat- 
ing performance in a number of its 
businesses, including publishing, 
the HBO cable-TV network and its 
cable-TV systems. But cash flow 
from music operations slipped 
slightly to $290m, reflecting the 
malaise affecting sales in the 
industry as a whole. 

Together with TBS, which it 
acquired last October, the Improve- 
ments lifted Time Warner’s earn- 
ings before interest, tax and depre- 
ciation for the final three months 
of last year to $81 3m, from $515m 
the year before. This measure, the 
so-called Ebitda. is the most widely 


followed measure of the heavily 
indebted company's performance. 

Time's earnings were weighed 
down by an interest bfil of $3Z0m, 
after $262m a year earlier, and 
depreciation and amortisation 
charges of $311m, compared with 
SlGlm, 

That led to a loss for the period 
of 518m, or 3 cents a share, com- 
pared with a profit of $5m, or 1 
cent, the year before. For 1996 as a 
whole. Time Warner made an after- 
tax loss of $44Sm. or $L04. com- 
pared with a loss of $21 3m, or 57 
cents, in 1995. 

Westinghonse reported a loss for 
the final quarter of last year of 
$34m. or 8 cents a share, compared 


with a loss of $7m, or 2 cents, a 
year earlier. 

Tbe company, which is in the 
process of transforming itself from 
an Industrial conglomerate into a 
media group, reported a small 
profit of 530m, or 7 cents a share, 
for 1996 as a whole, twice the level 
of 1695. 

Behind the numbers lay a slight 
improvement in Westlnghouse’s 
media unit, which is built around 
the CBS television network 
acquired in 1995. On a pro-forma 
basis, the unit's Ebitda rose 4 per 
cent from a year before, while reve- 
nues were flat at Jlbn. 


Observer, Page 11 


Conrail bid battle reaches stalemate 

C ould frh** multi-billion _ - _ •- __ ,-L Mr James Higgins, a rai 
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C ould the multi-billion 
dollar bid battle for 
Conrail, one of three 
big freight railway operators 
in the eastern US, be in dan- 
ger of hitting the buffers? It 
looks a possibility in the face 
of the current stand-off 
between the rival bidders. 

CSX, the biggest eastern 
US railway operator, last 
month failed to win the sup- 
port of Conrail shareholders 
for an agreed $9.4bn merger. 
But Conrail is preventing 
Norfolk Southern, CSX’s 
rival, from pursuing its 
$10£bn hostile bid by using 
the strict anti-takeover laws 
that prevail in Conrail's 
home state of Pennsylvania. 

Faced with the stalemate, 
all three parties have agreed 
to hold a series of confiden- 
tial meetings to see if some 
sort of deal can be thrashed 
out. But given the back- 
ground to the takeover bat- 
tle, few observers are ready 
to bet on an early resolution. 

Conrail may he the small- 
est of the big three eastern 
US railways, but it holds a 
key position because it has a 
near-monopoly over routes 
into the New York region. 

The company was created 
by the US federal govern- 
ment in 1976 out of the 
financial wreckage of Penn 
Central and five other bank- 
rupt north-east railways. 
During its years as a pub- 
licly owned corporation, it 
soaked up billions of dollars 
in government subsidies. 

In 1985, with the company 
on a better financial footing, 
the government decided to 
sell it to Norfolk Southern 
for $1.9bn. But after a con- 
gressional impasse over the 
plan, Norfolk Southern with- 
drew its offer so in 1987 the 
government floated the com- 
pany on the stock market in 
an initial public offering 
worth $1.6tm. 

Conrail gradually 
increased profitability by 
shedding lossmaking branch 
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lines, cutting costs and 
improving reliability. Mean- 
while, however, the rest of 
the US railway industry was 
undergoing a big consolida- 
tion. which reached a peak 
when the four big western 
US railroads merged into 
two - Burlington and North- 
ern merging with Santa Fe 
in 1995, and Union Pacific 
merging with Southern 
Pacific last year. 

After the consolidation in 
the west, it seemed only a 
matter of time before a simi- 
lar process took place in the 
east. Of the three big eastern 
railroads. CSX and Norfolk 
Southern both had large net- 
works linking the south-east 
with the mid-west, and both 
had significant gaps in the 
north-east so predictably, it 
became a matter of which 
would take over ConraiL 

CSX and Conrail 
announced their friendly 
merger in October, but Nor- 
folk Southern, fearfttl of 


being dwarfed, quickly 
countered with a higher 
offer. Today, Norfolk 
Southern's offer of $115 a 
share in cash looks more 
attractive to Conrail's share- 
holders than CSX's lower 
offer, made up of a bundle of 
cash and securities: but Con- 
rail has been able to use 
Pennsylvania’s anti-takeover 
laws and a barrage of 
"poison pill" defences to 
fend off the Norfolk 
Southern bid. 

S ince Conrail sharehold- 
ers have refused to 
sanction the CSX 
merger, the three parties 
have started talks to see if 
there is a way through the 
stalemate. One obvious solu- 
tion would be to split Con- 
rail’s -network between CSX 
and Norfolk Southern, giv- 
ing both of them access to 
the north-east 
However, railway analysts 
think there is little chance 


Conrail would agree to this 
- first, because it would 
break up a network that 
Conrail’s managers worked 
so hard to make profitable: 
second, a broken-up Conrail 
would probably be worth 
less than a complete one; 
and third, Conrail's manag- 
ers would almost certainly 
lose their jobs. 

This last factor may go 
some way to explaining why 
Conrail's management is so 
reluctant to consider the 
Norfolk Southern offer. In all 
probability, Conrail's manag- 
ers would be thrown on the 
scrap-heap if Norfolk 
Southern’s hostile bid suc- 
ceeded, whereas they would 
hope to stay in place in a 
friendly merger with CSX. 

On Monday, Norfolk 
Southern said it would seek 
to replace most of Conrail’s 
directors at the company's 
next annual meeting. But 
Conrail has delayed that 
until December 19. 


Mr James Higgins, a rail- 
way analyst at Donaldson 
Lu fkin & jenrette. says Con- 
rail's institutional sharehold- 
ers win stand firm against 
the CSX merger in the hope 
of forcing Conrail to accept 
the Norfolk Southern offer. 
"But the critical issue, if this 
gets strung out, is where the 
arbitrageurs stand in terms 
of their willingness to bang 
on,” he says. 

E ven if the arbitra- 
geurs give up, the 
CSX-ConraU merger is 
not a done deal. It would 
also have to win approval 
from CSX shareholders. 

If the arbitrageurs stay the 
course, or CSX shareholders 
reject a CSX-Conrail deal, it 
is less clear what wffl hap- 
pen. Conrail seems adamant 
it will not do a deal with 
Norfolk Southern - and 
indeed, its poison pill provi- 
sions prevent it from doing 
so. 

Conceivably, the bid battle 
could just fizzle out. But Mr 
Rick Crangle, at Institu- 
tional Shareholder Services, 
a shareholder lobbying 
group, believes the issue 
could ultimately end up with 
the Surface Transportation 
Board, the federal regulatory 
authority for the railway 
industry. 

As Mr Crangle paints out | 
“Intervention by the STB 
could dramatically alter the 
terms of any settlement 
because the STB can ignore 
all federal and state laws 
that Conrail and CSX have 
used to prevent a Norfolk 
bid." 

With its remit to p romote 
competition, the STB would 
probably break up Conrail 
and split it between CSX and 
Norfolk Southern - so end- 
ing the company’s short his- 
tory, along with one of the 
more unusual takeover bat- 
tles of recent years. 

Richard Tomkins 


Goodwill write-off hits Telmex income 


By Leslie Crawford 
in Mexico City 

A large goodwill write-off, 
charity contributions and 
the loss of its long-distance 
telecommunications monop- 
oly sharply reduced net 
income at Telefonos de 
Mexico, the country’s domi- 
nant telecoms company, in 
the last quarter of 1996. 

Net income fell to 83m 
pesos ($i0.6m). compared 
with l.24bn pesos a year ear- 
lier. For 1996 as a whole. Tel- 
mex’s net Income totalled 
11.6bn pesos. 2.4 per cent 
below that for 1995. 

Telmex wrote off 1.56bn 


pesos of goodwill during the 
fourth quarter related to 
past acquisitions. 

Analysts were not worried 
about this one-off charge, as 
it did not affect Telmex' s 
cash position. However, they 
were surprised by an 895m 
peso charge for expenses 
related to the opening of 
long-distance services to 
competition in January. 

••Apparently, these charges 
will continue into the first 
quarter of 1997," said Ms 
Joanne Smith, of Caspian 
Securities in New York. “We 
did not expect these 
expenses to be presented 
as an extraordinary item.” 


Analysts also remarked 
upon a 249m peso contribu- 
tion to the Telmex Founda- 
tion, a charity set up by Mr 
Carlos Slim, the company 
chairman. “It is not fair to 
use shareholders' money for 
charity," Ms Smith said. “If 
the controlling shareholders 
of Telmex want to support a 
charitable foundation, they 
should do so out of their 
own pockets." 

Revenues for the quarter 
rose to 13.56bn pesos, a 9.3 
per cent increase over the 
same period in 1995. Reve- 
nues for the year fell 1 per 
cent to 52. 71 bn pesos. 

The impact of losing its 


long-distance monopoly was 
also evident in Telmex's 
higher operating costs. Com- 
mercial and administrative 
expenses rose 62 per cent in 
the fourth quarter of 1996, to 
3.26bn pesos, mainly the 
result of heavy advertising 
outlays needed to maintain 
customer loyalty. 

During the quarter, Tel- 
mex undertook a rebalanc- 
ing of telephone tariffs 
which brought about a 26.2 
per cent increase in domestic 
long-distance revenues and a 
14.7 per cent increase in 
local service revenues. Inter- 
national long distance-reve- 
nues fell 6.2 per cent, largely 


owing to lower settlement 
rates with US operators. The 
volume of international 
calls, however, rose 14.4 per 
cent to 911m minutes - an 
Important growth indicator 
for rival companies, which 
began to offer long-distance 
services this year. 

Operating income for the 
quarter fell 3.3 per cent to 
4.86bn pesos. For the year, 
Telmex's operating income 
fell 14.1 per cent to 2025bn 
pesos. 

Telmex shares were down 
10 centavos at 14.66 pesos 
per cent in early Mexico 
trading yesterday following 
publication of the results. 


Intel pays 
$ 820 m in 
employee 
bonuses 


By Louise Kehoe 
in San Francisco 

For the 50,000 employees of 
Intel, the world’s leading 
semiconductor manufac- 
turer, 1996 proved a very 
good year. On average, they 
received a S3 pear cent boons 
above their base salaries. 

For the typical entry-level 
employee, a manufacturing 
line operator or administra- 
tive assistant earning about 
$25,000 a year, the bonuses 
added $8,000 to their bank 
accounts. 

At the other end of the 
scale, senior executives 
reaped bonuses of tens of 
thousands of dollars. 

Total employee bonuses 
far 1996 came to $820m, the 
highest in the company’s 
history, Mr Craig Barrett, 
Intel chief operating officer, 
said yesterday. In addition, 
the top 26 per cent of Intel's 
workforce received valuable 
stock options. 

Intel's share price has 
soared over the past 12 
months, from about $60 in 
April 1996 when the last 
tranche of stock options was 
granted, to more than $150 
in the past few weeks. 

Adding a new benefit to 
the range of cash bonuses 
and retirement funds avail- 
able to Intel employees, Mr . 
Barrett announced that all j 
employees of the company 
would now be eligible to 
receive stock options. 

Although stock options 
are a standard method of 
compensating employees at 
US high-technology compa- 
nies, Intel is believed to be 
the largest manufacturing 
company to grant options to 
all employees. 

Bonuses for 1996 reflect a 
44 per cent rise in Intel's net 
income to $5.l6bn, or JfL81 a 
share, as sales of the compa- 
ny's microprocessor chips 
and related products jumped 
29 per cent to $20.8bn. 

Last month Intel 
announced that every 
employee would receive a 
$1,000 “thank you” bonus. 
In addition, the company 
paid out profit-related 
bonuses equivalent to 27 
days of extra pay per 
employee, for a total of 
S214m. Additional perfor- 
mance-related bonuses came 
to $360m. 

On top of these bonuses, 
Intel paid $200m into 
employee's tax-sheltered 
retirement funds at the rate 
of 12,5 per cent at employee 
contributions, the maximum 
allowable under US tax 
laws. 


AMERICAS NEWS DjGEgT 

VF unveils $150m 
reorganisation 

VF, the world's biggest quoted clothing company, 
announced It was to give "an unprecedented push" to its 
Wrangler jeans and other main products, backed by a 
business reorganisation expected to cost $150m over the 
next few years. It also reported a 24 per cent increase in 
underlying fourth-quarter net profits to $82, 7m, or ?l~28 a 
share, excluding a restructuring charge in the prior year. 
Sales rose B per cent to $1.4bn. 

Underlying net profits for the full year rose 15 per cent 
to $5 995™ . but sales were sluggish, rising 1J5 per cant to 
$5.1bn. VF's products include Wrangler and Lee jeans. 

Red Kap workwear. JanSport ba c kpacks and Vanity Fair 
intimate apparel. Richard Tomkins, New York 

Calpers names poor performers 

Apple Computers and Reebtik International are among 
the 10 poor performers named in an annu a l list p ublished 
by the California Public Employees's Retirement System 
(Calpers). the largest US public pension fund. C alpers will 
target the 10 companies in its corporate governance 

activism for tbe 1997 proxy season, which is just starting. ; 

The fund says "Apple's top management lacks 
experience in the personal computer business" and the 
pension fund is "dissatisfied with the high salaries paid to j 
manag ement in light of poor financial performance”. Last | 
week, Calpers voted against Apple’s board at its j 

shareholders’ meeting. Reebok is on the list, despite a rise 
In its stock price, because Calpers-is “concerned that 
Reebok’s management has operated with insufficient 
accountability to the board". Tracy Corrigan, New York 

Fidelity fund reverts to equities 

Fidelity’s Magellan Fund, the largest mutual fond in the 

US, made heavy sales of bonds during December as it 

continued to return to its traditional strength in equities, 
figures published yesterday by Boston-based Fidelity. 
Investments reveal. Magellan now has net assets of 
$55.15bn, hut suffered outflows of almost $6bn last year, 
as Investors reacted to the decision in late 1995 by Mr Jeff 
Vinik. its former manager, to invest in bonds. 

According to Fidelity's latest figures, Mr Robert 
Stansky, Magellan’s new manager, cut the fond's 
weighting In bonds from 7 J9 to 3A per cent during 
December. A year earlier it had been 18.1 per cent 
However, he refrained from substantial changes to the 
balance of the equity portfolio. John Anthers. New. York 

North American 
paper groups 
face shake-out 


By Bernard Simon 
m Toronto and Robert 
Gfobens in Montreal 

Rationalisation of North 
America's pulp- and paper 
industry is set to leap for- 
ward with several of the big- 
gest producers involved in 
merger and takeover talks. 

Toronto-based Abitibi- 
Price and Stone-Consoli- 
dated of Montreal were on 
the verge earlier this week 
of finalising a merger that 
would have created the 
world's biggest newsprint 
producer. 

The talks broke off late on 
Monday, but are expected to 
resume. 

Speculation also centres 
on Avenor, the Montreal- 
based pulp and newsprint 
producer, which is trying to 
push through a proposed 
acquisition of Repap. which 
specialises in high-quality 
printing papers and pulp. 

Avenor's all-share offer, 
worth C$3bn (US$2.2bn) 
including C$2.4 bn in Repap 
debt, has so for received a 
lukewarm reception from 
institutional shareholders 
and analysts. 

According to several ana- 
lysts, Avenor may itself 
become a takeover target if 
the Repap deal fails. Among 
those mentioned as possible 
predators are Montreal-based 
Donohue, as well as Abitibl 
and Stone. 

The North American forest 


products Industry is under 
pressure to streamline 
operations, given the recent 
slump in pulp and paper 
prices, relatively small, out- 
dated^ mills,’ and iptegse 
competition from low-cost 
producers in Asia and Latin 
America. Newsprint produc- 
es recently delayed a 15 per 
cent price increase due to 
take effect on February L. 

However, North American 
producers, especially in Can- 
ada, have so for been slower 
than their European coun- 
terparts to respond to these 
pressures. “There has to be a 
fourty high degree of consoli- 
dation," one Toronto analyst 
said yesterday. 

Abitibi and Stone have a 
combined newsprint capac- 
ity of about 3.9m -tonnes, 
compared with L8m tonnes 
at Finland’s UPM Kymmene. 
the biggest European pro- 
ducer. The big Scandinavian 
groups, which currently 
have a relatively small pres- 
ence in North America, are 
frequently mentioned as pos- 
sible buyers in the US and 
Canada. 

Abitibi posted 1996 earn- 
ings of C$104m. including a 
s m all fourth-quarter loss,- on 
sales of C$2.6bn. Stone- 
Consolidated reported 1996 
earnings of C$1 64m on sales 
of C$2. 3bn. 

Abitibi lost 25 cents to 
C$21.85 in early trading in 
Toronto yesterday. Stone 
was unchanged at C$20.65. 
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Washington. D.C 

Italian Lire 
200 ,000.000,000 
Floating rate notes 1998 

Notice is hereby given that 
torthe interest period U 
February 1997 to 12 May 1997 
the notes u/ill carry an interest 
rate of6.98906% per annum. 
Interest payable on 12 May 
1997 will amount to ITL 87,363 
per ITL 5.000.000 note 
and rn.S73.633 per 
m5D.000.DOO note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


Q ( 

US$200,000,000 ! 

Floating rate depository 1 

receipts 1998 issued by 

The law Debenture Trial 
Corporation pk evidencing 
entitlement to payment of 
principal and interest on 
deposits with 

Cariplo-Cassa dl Risparimo 
Deile Provinde Lombarde 
5-PA London Branch 
Notice is hereby given that 
the receipts wiU beta interest 
at 5.88672% per annum bom 
12 February 1997 to 12 May 
1997. Interest payable on 
12 May 1997 wot amount to 
USS 145.53 per USS 10.000 and 
USS455.33perUSSI00.000 
receipts. 

A gent: Morgan Guaranty 
Trust Company 


JPMorgan 
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The United Mexican States Floating Rate 

Notes Dne 2000 
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The above tale equates to an hneresi payment ofUS.D. 32.307393 per 
USD 1 . 000-00 hi principal amount of Noies. 
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Shares fall, as full-year profits at record £2.6bn come in slightly below analysts' expectations 


;anis ation BP figures prompt warning 
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By Robert Corrine 

British Petroleum yesterday- 
reported a 30 per cent rise in 
net profits last year to a 
record £2.6bn (SLfibn). But a 
warning by Sir David Simon, 
chairman, that such a strong 
performance was unsustain- 
able caused the shares to 
tumble 27p to 694p. 

Discretionary fourth-quar- 
ter exceptlonalstotalling 
£367m also dampened the 
results, which were slightly 
below most analysts" expec- 
tations. WeaJser oil prices 
over the past few days also 


helped to push the shares 
lower. 

“They can’t defy gravity 
forever." said Mr. Fergus 
MacLeod, energy analyst at 
NatWest Markets, who 
pointed out that the correla- 
tion between BP’s share 
price and the oil price was 
very close. 

Sir David said it was 
“unrealistic to believe that a 
large industrial corporation” 
could continue to grow at 
such a rapid pace, given that 
“the oil price is in the lap of 
the gods”. But he predicted 
that BP would enjoy “mea- 


BAA to take 
65% stake in 
Naples airport 


By Paul Betts in Milan 

BAA, the privatised British 
airports authority, is to 
expand its portfolio of inter- 
national airports under man - 
agement by taking a 65 per 
cent controlling stake in 
Naples airport 

Mr Roberto Barbieri, a 
Naples city official, said yes- 
terday that the deal with 
BAA was expected to be fin- 
alised “in the next few 
days”. BAA confirmed that 
negotiations to buy a con- 
trolling equity stake were 
well advanced. But the com- 
pany added that if a condi- 
tional contract was signed 
completion would be subject 
to the UK company obtain- 
ing local approvals. That 
could take up to 70 days. 

Mr Barbieri, a leading 
member of the dominant 
partner in Italy’s coalition 
government, said BAA 
would acquire its stake 
through a capital increase. 
He did not disclose the 
amount BAA was expected 
to pay but said the money 


raised through the capital 
increase would finance a five 
year investment programme 
for the airport worth L240bn 
(3146.7m). 

The province and dty of 
Naples control the airport in 
which Alitalia, the Italian 
flag carrier, owns a 5 per 
cent stake. Although BAA 
would become the control- 
ling partner in the airport 
after the capital increase, Mr 
Barbieri said local business- 
men would also be entitled 
to subscribe. However, the 
provincial and city authori- 
ties intended to maintain 
some form of control 
through a golden share. 

BAA has been looking at 
the Italian market for some 
time, and bad shown an 
interest in manag in g Rome's 
airport It was after that deal 
fell through that it turned its 
attention to Naples. 

Mr Barbieri said the model 
for Naples airport was Edin- 
burgh. one of BAA’s UK air- 
ports along with Glasgow 
and Heathrow, Gatwick and 
Stansted. 


Sears faces delay 
in Freemans sale 


By Peggy HolUnger 

Sears is expected to delay a 
planned £410m ($668m) pay- 
out to disgruntled sharehold- 
ers following the UK govern- 
ment’s decision yesterday to 
refer the proposed sale of 
Freemans, its mail order 
business, to the Monopolies 
and Mergers Commission. 

The dividend, forecast to 
be worth about 27p a share 
and originally expected in 
July. Is now not likely until 
September and may be post- 
poned further if the sale is 
blocked. 


The delay is the latest in a 
series of let-downs for inves- 
tors, who have been frus- 
trated by a disappointing 
share price performance 
since the present manage- 
ment team took over five 
years ago, as well as a recent 
profits warning. 

The government said yes- 
terday the net £36Qm sale of 
Freemans to Uttlewoods, the 
mail order and retail group, 
“raises competition concerns 
in relation to the market for 
agency mail order in the UK 
which merit investigation by 
the MMC”. 
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VA per.cem. Convertible Bond* due 2005 

Miwon Co., Ltd. 

( Jie “IWs" mvi tAr “Ccrofony" Ttijwbvefj) 

NOTICE IS HEREBY GIVEN to the holders of the Bon* ihac the Boa.dc/ 
Directors of the Company has passed a resolution on 16th Dccctaba. 1996 
authorizing the issue of 280.977 shares of its cotaatcmiuidc u taUea cf Ja 
common swdc and preferred stock by nrd d i* kW Thc recardt to for su ch 
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12th fttruary. 1997 Miwon Co. Ltd. 
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BCCI HOLDING S (LUX EMBOURG) SA 

2 «wtedeTWh*r 

- Airport Center/Seniih^erberg 

Lnxembonrg 

By judges dated 31 January 1997, (he 
Coon sitting to commercial matters, appomred Mute Mart KLEYR, 
. anomey-at-law, Luxembom^Lqudalorof 

. BCCI HOLDINGS (LUXEMBOURG) SA. 
wuwatn r to Mr Georges RAVARANL - 

Tbe Liquidator, Marc KLEYR 


aured growth” this year 
because of a generally 
attractive economic outlook, 
and Increasing fuel demand. 

Much of last year’s strong 
performance was attributed 
to the high oil price. Fourth- 
quarter replacement cost 
profits were up 27 per cent to 
£689m. largely because of the 
high average oil price in the 
quarter of more than $23 a 
barrel. S6 above the 1995 
average. 

BP executives said com- 
pany efforts at “self-help.” 
including cost-cutting, vol- 
ume growth and higher- 


RESULTS 


value sales, also played a big 
role in boosting profits, with 
EGOOm of after-tax productiv- 
ity gains recorded during the 
year. 

Profits from exploration 
and production, BP's stron- 
gest suit, were up 35 per cent 
on 1995 to just over £3bn. 
Fourth-quarter profits were 
particularly strong, with a 41 
per cent rise to £8l4m. Mr 
John Browne, chief execu- 
tive, said the company more 
than replaced its production 
last year with new reserves, 
even though output was up 5 
per cent. 


Full-year profits in the 
refining and marketing divi- 
sion rose £98m to £679m. 
Higher refining margins in 
the fourth quarter were off- 
set by lower marketing mar- 
gins. 

Lower margins and higher 
feedstock prices caused a 
sharp drop in chemical prof- 
its to £47fim, against £854 
last time. 

Strong cash flow allowed a 
further trimming of BP's 
debt, which stood at $7.4bn 
at the end of the year. The 
net debt plus equity ratio 
was 25 per cent. 



Sir David Simon: cautious 
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Fortis not 
likely to bid 
for ScotAm 


By Christopher 
Brown-Humes 

Fortis, the Belgian-Dutch 
insurer, appears to have 
decided against bidding for 
Scottish Amicable, and only 
three companies have so far 
declared a firm interest in 
buying the group. 

They are Prudent ial life 
insurance company, the 
Abbey National bank and 
Australian Mutual Provi- 
dent. Australia's biggest life 
insurer. Prudential last 
night signed confidentiality 
documents to gain access to 
detailed financial informa- 
tion about Scottish Amica- 
ble. Abbey and AMP are 
expected to do so today. 

It is understood that Fortis 
is not planning to enter the 
auction, despite Its ambi- 
tions to expand in the UK 
and Europe. This is partly 
because it is embroiled in a 
FI 2.5bn ($l.35bn) agreed 
takeover of MeesPierson, the 
Dutch merchant banking 
group. Prudential last week 
tabled a £l.9bn bid for Scot- 
tish Amicable, topping a 
Abbey National offer worth 


up to £1.4bn. AMP has yet to 
make a bid but has empha- 
sised it would like to buy 
Scottish Amicable as a plat- 
form for expansion in 
Europe. Analysts believe the 
winning offer may be worth 
more than £2bn. 

SBC Warburg, adviser to 
Scottish Amicable, hopes 
other bidders will still step 
forward. It is likely to be at 
least two weeks before the 
auction result is known. 

Mr Sandy Stewart, Scot- 
tish Amicable chairman, 
said in a letter to policy- 
holders yesterday: “Our 
objective is to maximise 
financial benefits to our 
with-profits policyholders 
taking into account both 
short-term and longer-term 
returns.” This means the 
winner will not necessarily 
be the company which puts 
in the highest headline 
bid. 

Scottish Amicable's plans 
to shed its mutual status 
ahead of a flotation in three 
to five years time remain on 
the table. But they are very 
unlikely to proceed now that 
an auction is under way. 
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HNANOAL RESUITS 

Sale* rose by 8%, at constant tales of exchange. Operating profit and net profits were 15% and 
10% ahead of last year respectively. 

The net e fleet of acquisitions lias disposals accounted for 4% of die sales increase. Underlying 
volume growth, at 23%. was ahead of 1 995. driven by continued strong growth in our developing 
and emerging markets and improvements in North America. 

The increase in operating profit reflects the sales growth and some improvement in 
underlying margins. Profits were lilted further by lower pension costs and the benefits following 
the trade deluding in 1995 in the United States. 

Higher tax costs and lower prior year tax credits, combined with increased minority interests, 
left net profit 10% ahead. 

1996 saw a continued high level of acquisitions and disposals. A net investment of 
£860 million was made for a total of 27 acquisitions and 2 3 d i s po s a l s . Notable among the 
acquisitions were the purchases of Helene Curtis and Diversey Total proceeds raised from the 
disposal* were £420 miDion. 

In the year, there were exceptional ercdiisof £1 1 1 million and these have been utilised to fund 
restructuring of £951 million, while maintaining net exceptional items in operating profit at last 
year's level 

At average rales of exchange prevailing in each year; net profit increased by 9% in sterling, 
13% in guilder* and 8% in US dollars. 


RESULTS 

1996 

1995 

Increase/ 

luEMf 


£m unaudited 

(Decrease) 

(Decrease) 


at Current rates 

Currcni rates 

Constant rates 

TURNOVER 

35.522 

31,516 


8*5 

OPERATING PROFIT 

2,874 

2,526 

MS 

1555 

Operaring profit before 
exceptional items 

3,111 

2.757 

13* 

1455 

PROFIT BEFORE 
TAXATION 

2JS57 

2,319 

15* 

16% 

ttorarion 

(966) 

(781) 



PROFIT AFTER 
TAXATION 

1,691 

1.538 

10* 

II* 

Minority interests 

(81) 

(65) 



NET PROFIT 

1,610 

1,473 

90t 

10% 

Net profit before 
exceptional items 

1,752 

1.603 

9% 

11% 

NET PROFIT AT EXCHANGE 
RATES CURRENT 
IN EACH PERIOD 

1,610 

1.473 

9% 


Combined earnings 

p«T share 

per 5p of onJnwn opal 

85J90p 

78.63p 

9% 


Preference dividends 

(6) 

(6) 



Dividends on ordinary 
capital 

(684) 

(6271 



PROFIT OF THE YEAR 
RETAINED 

920 

840 
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BUSINESS PERFORMANCE 

lb ferilitoic comparison* with 1995, the following commentary is given on the basis rf the 
business performance before exceptional items and at constant rates of exchange. 

The trading environment in Europe was still marked by low consumer confidence in raw of our 
most important markets, France and Germany In North America, steady progress in the 
economic conditions provided the basis for better results. Consumer demand in the last growing 
developing and emerging markets remained strong and our growth momentum has continued. 

In Europe, reported profits rose by 7%, but this was assisted bv Wr pension costs. Excluding 

this, profits were flat. . 

Benefits I root restructuring and portfolio improvements were ofiset by the setback in our 
frozen foods business following the BSE crisis and lower ire cream sales due to the poor stunmen 
Market shares in ice cream were held. Our overall market share in yellow fan improved slightly 
and proGts advanced. Culinary products made good progrest. 

In Detergents, an increase in sales and profits was assisted by the contribution from the 
Divcrscy acquisition. Consumer detergents hod a better year Overall, laundry shares were 
maintained and our personal wash business strengthened its position. Personal Products had a 
year of inavned profits with deodorants achieving excellent results, to Prestige, Calvin Klein 
continued its suceesi with further strong growth across Europe. 

In SpcriaEty Chemicals volume was up, but sales were flat due to lower prices. Profits, 
howevtn were well ahead due to on improved mix and lower costs. 

1b North America, results were substantially ahead of last year. 

With the return of sales to normal operating levels following the deleading in 1995. profits 
increased in our culinary category to yellow. ibis wc achieved record market shares and fnofiti 
rose rrongfy Profit margin* in ice cream were affected by higher raw material com but market 
share was maintained. 

Sales in Delcxgcnlt adwnced. Profits were well ahead of Iasi year, with good underlying 
volume growth in laundry and also in personal wash. In Pc moral Products, the acquisition of 
Helene Curris led to an overall rise in sales and profits. Higher marketing expenditure following 
product launches at Eluaibelh Arden and Cabin Klein held back profit growth. 

to Speciality Chemicals, profits grew strongly due to new product innovation and lower 
operating costs. 

In A&ka and Middle East, volume growth was widespread and results improved. The best 
performance was agnin recorded in South Africa but we had a particularly difficult year in Kenya. 


Detergents and Beverages were the best performing categories. Results were assisted by the full 
consoUdauan ibis year of our Nigerian subsidiary. 

In Asia and faeific, sales and profits grew strongly Detergents and Personal Products again 
were the principal drivers of growth. Profits to Speciality Chemicals were well ahead of last yean 
India produced another outstanding performance across most categories. Indonesia and Thailand 
ooottoued to grow strongly. Sales growth in . China was again very strong, driven by personal 
products and deteigems. The only exceptions to this buoyant performance were Australasia and 
Japan. 

In Latin America, good growth was accompanied by an excellent increase to profits. The 
balance of 'our portfolio was improved further by the disposal of commodity businesses and 
acquisitions to key consumer categories. Growth was driven by detergents and personal products, 
principally in Brazil and Chile. Results were lea* satisfactory in Colombia and Venezuela but the 
performance to Mexico was much improved. 

FOURTH QUARTER 

Few conclusions can be drawn from this quarter's results, doc to the impact of the different phasing 
of exceptional items to 1996 as against 1995. Sales increased by 7% at oouuam rates of exchange 
and net profit rose by Excluding exceptional items and the elfect of tower pension costs, net 
profit was 10% ahead. 

At average exchange rate* prevailing to each period, net profit increased by 50% to sterling, 
67% in guilder* and 57% to dollar*. 

NET DEBT Sc GEARING 

Net debt, at closing rates of exchange, stood at Cl. 7 billion ju the end of the year compared to SI. 9 
billion at the same lime Iasi year, despite the much higher level of acquisitions, as we generated 
significant tv higher cash flow from our operations. Net gearing, at 23%, was slightly below last year. 
FINAL DIVIDEND 

Last year, the Boards decided to set the interim dividend at 35% of the previous year’s total dividend 
to the stronger of the two reporting currencies. As a consequence, interim dividends, declared on B 
November 1996, increased by 46% in sterling and by 51% in guilders. 

The final dividend therefore reflects this new policy. The Board will reemmnend id the Annual 
General Meeting, to be held on 6 May 1997, a total dividend of 32.05p per 5p Ordinary share. This 
represents an increase of 9% over Iasi year. As a resuh, the final dividend will be 2I.76p. 
OUTLOOK. FOR 1997 

Looking ahead, the overall economic situation to 1997 is likely to be similar to 1996; generally 
favourable. We ser little reason, however, 10 believe that conditions in Europe, particularly in 
France and Germany, will improve. In developing and emerging markets and to North America, we 
expect to build on the progress we have made in 1996. We are confident that the accelerated 
restructuring programme we have pal in place, together with sharper category focus, better 
tonovarioti and the new organisation, will enable tts to improve profitability further to 1997. 

NOTES: 

ACQUISITIONS AND DISCONTINUED OPERATIONS 

In 1996 the effect on turnover and operating proGu of acquisitions made in the year was £1,258 
minjoo and £(11) miliioti respectively There were no discontinued operations to 1996 or 1995. 
EXCHANGE RATES 

The results for the quarter and the comparative figures for 1995 have been translated at constant 
average rales of exchange, being the annual average rates for 1995. Fur our reporting currencies 
these were £ I “FL2.53 = US $1-58. In addition, the net profit and combined earnings per share for 
the quarter, and the comparative figures for 1 995, have been translated at the average rates current 
in each quarter. For our reporting currencies these were £1 =FL 2.74 = US 91.61 for 1996 and 
£1 =FL 2.47 -US SI M Tor 1995. 

The results and nmUncd earning* per share for the full year 1996 have been translated at the 
annual average rates, for 1996. For our reporting currenriei these were £ 1 “ Fli62 ■ US SI .56. The 
1995 figures for the full year have been translated at the annual average rates for 1995. 
The trends are therefore influenced by chang es to exchange rates between 1995 and 199& 
PROVISIONAL STATUS 

The profit and kiss account and supplementary informal ion contained to this document is a 
provisional and abridged version of that which will appear in the Group's full accounts to be 
published on 29 March 1997. The Tull accounts for Unilever N.V and Unilever PLC have not yfl 
been filed whit the Caaimerrial Registry to the Netherlands, the Registrar of Companies to the 
United Kingdom or the Securities and Exchange Commission to the United States, and have not 
yet been reported on by the auditors. 

DIVIDENDS 

The Boards have re sol ved to recommend to the Annual General Meeting to be held on 6 May 1997 
the declaration of final dividends in respect of 1996 on (he Ordinary capitals at the following rates 
which are equivalent in value at the rale of exchange applied in (eras of the Equalisation 
Agreement between the two companies: 
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■DIVIDENDS 


1996 

1995 

PLC per 5p ordinary 

-final 

2I.76p 

22-S5p 


-total 

J2.05p 

29.40p 

N.V. per F1.4 ordinary 

-final 

FL4.75 

F14.7I 


-total 

F1.6.9S 

FL6.19 


The PLC find dividend will be paid on 23 May 1997, to shareholders registered on 
I! April 1997. 

The N.V. final dividend wfli be payable as from 23 May 1997 against dividend coupon 
No. 20. 

For the purpose of equalising N.Vs and PLC’s dividends under the Equalisation Agreement, 
the Advance Corporation Tax ('ACT) in respect of any dividend paid by PLC has to be treated as 
part or the dividend. PLC's 1996 final dividend now announced has been calculated by reference to 
the current rate of ACT ftwcmy/eighiieths): if the cffecrivr rate applicable to payment of the 
dividend is different, the amount will be adjusted accordingly and a further announcement made. 


The Annual Review and Annual Accounts for 1996 will be published on 29 March 1997. The 
results of (he first quarter 1997 will be announced on Friday 2 May 1997, 
far copies of Unilever results statements telephone Freeph on e 0800 181 891 or write 
to: Unilever Corporate Relations, P.Q. Box 68, Unilever House, London EC4P 4BQ, or 
P.Q. Box 760, 3000 DK. Rotterdam. For information about Unilever, access Internet 
address: b tqr//www. unilevcr. com 
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COMPANIES AWP FINANCE: UK . — — — — 

Poor summer weather and BSE crisis affect sales, but global profits soar as North America jumps to ‘normal’ level 

European double trouble takes shine off Unilever 

A. _ .. . . >_) 


By Gordon Cramb in Rotterdam 


Europe, where Unilever has long been 
straggling to improve its returns, pro- 
duced a twin blight last year on the 
Anglo-Dutch group's otherwise 
healthy results. Poor summer weather 
in its biggest market set back ice 
cream sales, while the UK's BSE crisis 
hit products like frozen hamburgers. 

Mr Morris Tabaksblat, co-chairman, 
est ima ted that the two problems 
together bad cost the group FI 150m 
($83. 7m) in profits. Sales in Europe 
were flat at £16.3bn, while a 6J2 per 
cent rise to £1.53bn in operating prof- 


its was attributable entirely to lower 
employer pension contributions. 

This windfall was a main factor 
behind a 73 per. cent leap in fourth- 
quarter pre-tax profits worldwide to 
£741m, giving earnings of 22A2p per 
share against 14.65p. Pre-tax profits 
for the fall year rose 9 per cent to 
£1.61bn, for earnings of 85.9p (78.63p). 

A total dividend of 82.05p (2$.4p)is 
proposed. This includes a final pay-out 
of 21.76p, following a change in policy 
which saw an enhanced distribution, 
equivalent to 35 per cent of the previ- 
ous year's total, at the interim 


The group described the outlook for 
the current year as generally favoura- 
ble, but added: "We see little reason to 
believe that conditions in Europe, par- 
ticularly in France and Germany, will 
improve.” 

Consumer spending remained under 
pressure from fiscal stringency being 
imposed by governments anxious to 
meet budgetary requirements for 
monetary onion. Mr Tabaksblat noted. 

In North America, sales jumped 18 
per cent to £7bn, returning to what 
Unilever said were normal levels. This 
followed a 1995 drive to reduce stocks 
held by US trade customers of Upton, 


its tea unit Operating profits rose 
nearly 33 per cent to £643m, assisted 
by the addition of Helene Curtis per- 
sonal products. By contrast, product 
launch costs at Elizabeth Arden and 
Calvin Klein held back growth. 

For Asia-Pacific, dull performances 
from Australasia and Japan restrained 
growth in operating income to 5.8 per 
cent, reaching £415m on revalues 1L3 
per cent higher at £A 81 bn. 

India was described as producing an 
outstandmg performance, its outlook 
enhanced by approval for a merger 
between Hindustan Lever and Brooke 
Bond, its two main local subsidiaries. 


Sales grew strongly in China, particu- 
larly in personal products and deter- 
gents. 

Elsewhere, Unilever cited good out- 
comes in South Africa but difficulties 
in Kenya. In T-atin America — where 
oper atin g margins at 10.4 per cent are 
the group’s high est - it made acquisi- 
tions in consumer categories while 
shedding commodity businesses. 

Worldwide operating margins, exclu- 
ding specialty chemicals* were highest 
in personal products at 13-1 per cent, 
improved from 11.5 per cent the year 
before, and narrowest in culinary and 
frozen foods, although at 6A per cart 


they showed a marked improvement 
from the previous 5.6 per cent 
Exceptional items charged against 
operating profit were Utile changed at 
£237m (£23 lm). TMs time they com- 
prised £348 in restructuring charges 
offset by filllm in credits including 
disposals. A net £166m was debited in 
Europe, while by operation the biggest 
deductions came In the foods side, 
absorbing £138m of the total 
Capital spending dipped 3.7 par cent 
to £Ll7bn, while research and devel- 
opment outlays were up 2.6 per cent to 
£600m. The advertising and promotion 
bill rose 11.4 per cant to £3.79bn- 


Giant breaks free 
from the shackles 


I 'd rather have anything 
than indifference,” runs 
the catch line of an 
advertisement for ‘cK two' , 
a new Unilever fragrance. 

Yet an indifferent share 
performance is what inves- 
tors have endured in recent 
years as the Anglo-Dutch 
consumer goods company 
has struggled to revive prof- 
its in mature European and 
North American markets 
and build new businesses in 
emerging economies. 

So Unilever's gamble yes- 
terday to break free of those 
constraints won resounding 
applause from shareholders 
- although they and the 
company are well aware of 
the risks over the next few 
years. Selling its speciality 
rhemiraT businesses to fund 
consumer goods acquisitions 
is fraught with problems. 

The biggest is finding busi- 
nesses equal, if not better, 
than speciality chemicals, 
one of Unilever’s best per- 
formers, as a generator of 
cash and profits. 

The road to this historic 
moment for Unilever began 
in 1993. Mr Niall FitzGerald, 
chairman of the UK division, 
said yesterday. With 57 cate- 
gories of businesses, the 


There are risks in Unilever’s 
plan, writes Roderick Oram 


rambling company began to 
consider what activities it 
really wanted to be in. 

These have been reduced 
to 14, mostly in high margin, 
high growth and cash gener- 
ative businesses such as ice 
cream, spreads, personal 
care products and tea. Uni- 
lever is also pouring large 
sums of money and cadres of 
management into emerging 
markets. Its five priority 
regions are China, India, 
south-east Asia, southern 
Latin America and central 
and eastern Europe. 

But one considerable frus- 
tration was Unilever's com- 
plex senior management 
structure: there was a lack 
of clear purpose. 

Mr FitzGerald spent much 
of last year before he became 
chairman designing a sim- 
pler structure. The board 
became responsible for strat- 
egy. and operational perfor- 
mance was devolved to presi- 
dents of business categories. 

The new structure was 
working well, he said yester- 
day. Certainly, the board 


had faced up to a daunting 
strategic decision in selling 
speciality chemicals, ana- 
lysts said yesterday. 

The other important 
thrust of Mr FitzGerald and 
Mr Morris Tabaksblat, chair- 
man of the Dutch arm, was 
to tackle those under-per- 
forming and non-strategic 
businesses. Those accounted 
for about 20 per cent of the 
group a year ago, excluding 
speciality chemicals. Intense 
reviews had already identi- 
fied disposal candidates, 
while others had been set 
ambitious targets. 

By the end of last year 
these businesses accounted 
for about 16 or 17 per cent of 
the group, and this year 
should see a further reduc- 
tion, Mr FitzGerald said. The 
goal was to reduce the figure 
to virtually zero. “If we’re 
not through that process by 
the end of 1998, we’re not 
doing a good job.” 

Analysts said such portfo- 
lio management was credit- 
able and contrasted sharply 
with the strategy of Nestle, 



Unilever’s Swiss rival, which 
seems intent on hang in g on 
to mar ginal businesses. But 
weeding out is not enough - 
real growth in shareholder 
value will come from new 
businesses and markets. 

How Unilever unleashes 
some £lObn of spending 


power is the critical issue. It 
was understandably coy yes- 
terday, though Mr FitzGer- 
ald allowed that Unilever 
would like to expand its food 
categories. But it was his ref- 
erence to “adjacent catego- 
ries” which must have set 
the pulse racing of any mer- 
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The "Kataau One - It aa sale by Mr. P CL 
Nuchiu. Advocae. ihe Recover appointed by 
die Admiralty Com m Holla. it itac request at 
AmoU (Greece) LTD. end olbca. 

The “KATERINA ONE" is ft vend halt hi 
1967 by A. Zhdmov SB. Yard - Leningrad. 
Speciftcitkav: 

Or 460 

NisAMO 

lOAi 121.95 

Bmddi moulded: 16 49 

Drancf* Mwumam: 7J090 

Engines; a] 2SA 9Cy. 540x1100 

The "KATERINA ONE" is batted a open 

reeds alT EILAT Post. 

Wnticn offers must be sabmtacd u the 
Rccehcr do later then Fcbtiwry 25*. 1997. to 
Ac following address: 

PG Nuebin, Adv_ 

NasdntJ. Bmdcs * Co. 

Law Officer 
STUVAL STREET 
TEL-AVJV 67897 
ISRAEL 

Td: 972-34233000 
Ruu 972.342330OJ 

AH offers sfaottM he accompanied by a 
certified cheque, drawn on a Gru dais laraefi. 
US or UK bank, payable to *e Receives; or an 
iwcoateoual bra* guarantee in favour of the 
Receiver, in the amount of 39 of the offia 
l~ Advance Payment"). The Advance Payment 
win be forfeited should the party making the 
offer recede or Tail to honour bis offer, 
othe t wree be applied as in advance on acoourf 
payment. Advancr Payment will be tefa trial 
to Ibc unmcrrmful bidders. 

The "KATERINA ONE" will be nU an an ’« 
is. where is" basis and the successful Wddei 
will obtan dtle according act law. 

The Rocmcr is not under cMIgttiafl to sell tc 
the highest Udder; or to sell at alL The sale 
will be con dueled by way of auction or is 
another mode upon which the Receiver or the 
Court may decide. 

TMs adveniaanarx a dm ta he corwoued aa ao 
Offer of sole. 

The iToraaKl details, and any further derails oi 
tofonmnon which trill he supplied by ihc 
Receiver or on his behalf, arc supplied at 
general and wtbindtng information only, and 
any boomed party is under an obligation re 
verify and check dir informal km M well as the 
factual and legal position at this own n>* and 
tespareibUtty. 

The successful bidder will be required to pay 
of Ihe juice bid in cash or by a certified 
dnpjc drawn cat a first dots Israeli, US or (JK 
bank payable In ihe Receiver tnunoUaiely 
fallowing ihe wlc. and to pay the remaning 
WJ of *e bid price, m ihc same nranjer a> 
aforesaid, within three (3) woriang days after 
coalimutton of the sale. 

Any and all damn against the proceeds of the 
sale nrnsi be Tilled with dtc Receiver on or 
before February 25, 1997. Any ctalrm filed 
offer that date thill te hi defaab and dndl not 
be entertained. 

Safe u sutyeci re ihe jgpnmrf of ihe Court 
Punter hthmnatlon la obtainable from the 
aforesaid. 


•-T.1 5*i1 
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There he is. Fourth row, second from 
the left. The one with die moustache. 
Obvious really. 

Maybe not The unsavoury-looking 
character you re looking at is more 
Hkeiy to be your average neighbour- 
hood dob with a grubby vest and a 
weekend's stubble on Ids chin. 

And the real re&gee could just as 
easily be the dea&cut fellow on his left 

You see, refugees are just Eke you 
and me. 

Except for one thing. 


Everymingthey once had has been 
left behind. Home, family, possessions, 
all gone. They have nothing. 

And nothing is all they'll ever have 
unless we all extend a helping hand. 

We know you can’t give them back 
the things that others have taken away. 


m 


United Nations High Commissioner for Refugees 


We’re not even asking for money 
(though every cent certainly helps). 

But we are asking that you keep an 
open mind. And a smile of welcome. 

It may not seem much. But to a 
refugee it can mean everything. 

UNHCR is a strictly humanitarian 
organization funded only by voluntary 
contributions. Currently it fa responsible 
for more than 19 mQEon refugees 
around the world. 

UNHCR Piibficfiafonnation 

P.0. Box 2500 

1211 Geneva 2, Switzerland 


to tteCmirtofSeofMi 

PETITION OF IAN MCLEOD VE2TCH. 
breldkic al S3 Atteb Drive. 
GUTbodc. Gbnftow G64 «QW 
MARGARET SMITH MCDONALD, 
reddtoxBl I H. Sprint Road. 
Cnodwraanld GS7 3DT 
AS BENEFICIARIES Of 
T HE CLARION GROUP 
RETIREMENT AND DEPENDANTS 
BENEFITS SCHEME 
NOTICE ES HEREBY GIVEN dial a IVtrtiar 
turn been broughl m the CtHin of Sttsioii 
Edinburgh, Scotland by las McLeod Vcild- 
and Margate l Smith McDonald *5 
ttenefiwariea oflte Clartan Qiaup Rcriremere 
Ud Dependant" Benefit* Scheme far the 
appointment and removal of Truttgea [ 0 
nid scheme. Should any parry dahn ar 
taereatal si Rial petition, they mould lodge 
■*wm Bmrio. if to advised, within ll dayi 
of ptifaUcamm of *hli not we. 

JMcGbre 

SolictKrr fat TVtitxaicr, 

Enkine Home 
M - 73 Queen Smew 
EDINBURGH 
ER2JNF 




£6bn speciality 
chemicals sale 


By dive Cookson, 
Science Editor 


Niall FitzGerald has taken the gamble, and now faces new challenges to generate profits 


chant banker involved in 
mergers and acquisitions. 

Food and personal product 
areas neighbouring Uni- 
lever's open up a vast terri- 
tory for it to do deals. Steely 
discipline in that will be the 
next challenge for Mr Fitz- 
Gerald and Mr Tabaksblat 


The disposal of Unilever’s 
four speciality chemicals 
businesses, valued by ana- 
lysts between £5bn and £6bn 
($9.78bn), win be the latest 
development in a turbulent 
year of restructuring for the 
sector. 

Recent moves include the 
spin-off of Ciba Speciality 
C hemicals from the Novartis 
drugs group, the merger of 
Hoechst’s speciality business 
with Clariant, and Roche's 
purchase of the Tastemaker 
synthetic flavours business. 

Any of those might be 
interested In buying some or 
all of the four businesses. 
They had a combined turn- 
over of £3bn in 1996 and an 
average operating margin of 
14.1 per cent, producing an 
operating profit of £41Sm. 
Other potential purchasers 
include Bayer, BASF and 
Henkel of Germany; DuPont, 
Great lakes and WR Grace 
of the US: Akzo Nobel of the 
Netherlands; and ICL 

Together the Unilever 
businesses make up one of 
the world's largest speciality 
groups - the largest is the 
new combination of Clariant 
and Hoechst. with total sales 


of about £3-5bn a year. 

• National Starch and 
Chemical, based in the US, 
accounts for more than half 
of Unilever speciality chemi- 
cals. Its turnover of $3bn a 
year Is divided between 
industrial adhesives, resins 
and starches, 

• Quest International, 
based in the Netherlands, is 
a leading manufacturer of 
fragrances, food flavours and 
ingredients. Its turnover is 
just under SI bn a year. 

• Unichema International, 
Netherlands-based, makes 
K oleo chemicals'* from natu- 
ral oils and fats. Sales are 
3750m a year. 

B Crosfield, based in War- 
rington, is the baby with 
annual turnover of 3400m. It 
converts silica and alumina 
into particles with a wide 
range of applications, from 
toothpastes to plastics. 

The most sought-after 
business is likely to be 
Quest. On the basis of the 
Jl.lbn that Roche of Switzer 
land paid last week for Tas- 
temaker, a small er US fla- 
vours company, Quest alone 
would be worth ¥3bn- 

Unilever is being advised 
by Lazard Brothers and Laz- 
ard Freres, which will also 
conduct the sale. 
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USD 150^00,000 Subordinated Collared . v 
Floating Rate Guaranteed Notes Due 2005 

provisions of ths Notes thefbflowtnff 

Interest Period: February 11, 1987 to August 11.1997 - * 

(Tkr days] . . ’ 

Interest Rate:- 558281 %jxa. 

Coupon Amount USD 13532 oer USD 5*00 Note 

_ V s0 2 ' 706 ^ s Per USO 100,000 Note 

Payment Date: August 11, 1997. 


Frankfun/Main, February 1997 
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INFORMATION TECHNOLOGY 


Watching brief 



The fast 


reactor 


Texas Instruments, the US 
semiconductor maker, ha« 
launched a digital signal 
processor chip which can 
handle l.Gbn instructions 
per second - about 10 
times more than the fastest 
chips available today. 

The TMS320C620 will 
enable faster 

communications and more 
efficient mobile telephone 
and other services. 

TX claims that a file that 
currently takes 10 minutes 
to download over the 
Internet could be retrieved 
in less than five seconds. 
Similarly, the chip is 
expected to enable callers 
to use one telephone line 
simultaneously for voice 
and data. It could also 
allow cellular network 
operators to shrink the size 
of today’s typical 100 sq ft 
base station to the size of a 
shoe box while improving 
transmission quality. 

Texas Instruments: 
Prance, tel 493222349 


encryption technology, 
which is much less secure. 

The department 
announced at the end of 
last year that US 
companies would be 
allowed to export “strong" 
encryption products if they 
could demonstrate 
progress in developing 
so-called key-recovery 
products over the next two 
years. Key recovery will 
allow one or more 
organisations to hold the 
information needed to 
reconstruct a key to an 
encrypted message. 

Digital Equipment: 
Switzerland, tel 227094653, 
fax 227094742 


Out of sight 
no longer 


Strong on 
exports 


The US Commerce 
Department has allowed 
Digital Equipment, the US 
computer group, to export 
56-bit or “strong" 
encryption prod u cts - 
considered essential for 
protecting Internet 
commerce. 

The US classifies 
“strong” encryption 
software, such as Digital’s 
AltaVista Tunnel, as 
“munitions", making it 
subject to tough export 
conditions originally 
designed for military 
weapons. Until now 
US-based companies have 
generally been allowed to 
export only 40-bit .. 


FTom next month Intel is 
to add a feature to its 
ProSbare Video System 200 
desktop video-conferencing 
system to allow users to 
leave video messages for 
each other. The US 
chip-maker believes this 
will be particularly useful 
for global businesses 
where time differences can 
hamper real-time 
communications. 

“The addition to the 
Intel ProShare 
Conferencing System goes 
beyond the standard 
telephone answering 
machine by adding video 
to voice mail," says Nigel 
Grierson, director of Intel's 
European marketing, . 
Internet and 
communications group. 

The updated system will 
also add features for 
recording and replaying 
video conferences. 

Intel: UK, tel (0)1793 
403000. fax 430763 


Using the Net • Richard Waters 


New sales vehicle revs up 


This is tipped to be 
the year when car 
manufacturers and 
dealers arrive on 
the web en masse 


Compiled by Paul Taylor, 
information for this column 
can be sent to 
pdbtech.page@FT.com 


U p in the far north of 
Idaho, a vehicle dealer 
by the name of Ken 
Smith Is discovering the 
joys of the Internet 

Smith’s Dodge franchise is 
already one of the best known in 
the north-west. From his show- 
room in Kellogg, a town of 3.417 
souls in the foothills of the Rocky 
Mountains, the enterprising Smith 
sold 4,783 new vehicles last year, 
and another 1,000 or so used ones. 

It wasn’t the World Wide Web 
that brought all those buyers. Dave 
Smith Motors, which Is named 
after the present owner's father, 
has long bad a reputation for 
selling at heavy discounts. "It has 
been a big word-of-mouth thing," 
Smith says. 

One of the virtues of the web. 
though, is that it can help 
word-of-mouth spread faster. Smith 
appeared on the Internet last 
summer, since then, around 30 or 
so sales have come from computer 
users who have cruised by his site, 
and two employees now spend 
their time responding to customers 
who make contact by e-mail. 

“1 think the industry is a year 
and a half away from the Internet 
really taking off," Smith says. 

The popularity of the web is 
beginning to intrude at all levels of 
the US vehicle industry - with 
implications for the way Detroit 
and the country's 50.000 or so 
dealerships go about their 
business. 

At one level, it is beginning to 
have an impact on the industry's 
traditionally territorial dealer 
system, allowing entrepreneurs 
such as Smith to step more easily 
on to their neighbours’ turf. At 
another level, it is enabling vehicle 
manufacturers to get closer to their 
customers - and to make 
communications flow more 
smoothly around their extensive 
international operations. 

The dealers are likely to feel the 
effects first. “In the long run, [the 
Internet] will build a stronger 
dealer network." says Richard 
Everett, director of interactive 
technology at Chrysler. But in the 
short term, it could cause 
considerable disruption. 

• Even before the Internet 



intruded on their lives, other 
Dodge dealers in the north-west 
were trying to persuade Chrysler, 
the vehicles' manufacturer, to stop 
allocating so many of its top-selling 
trucks to Smith. The Internet is 
likely to make this sort of rivalry 
far more intense. 

By most estimates, only around 
5-10 per cent of dealers in the US 
have a presence on the web at the 
moment - but 1997 is the year 
when a mass arrival is generally 
tipped to take place. 



fa tf oiw ia t i on Technology 
: • The FPa review of • . 
information Technology 
appears on the first 
Wednesday of each month 


One result could be the 
emergence of more regional super- 
dealers tike Smith. That would 
echo other forces already at work 
in the US’s $300bn (£134 bn) new 
vehicle market, as public 
companies begin to target a 
distribution system that has until 
now been the preserve of small, 
private businesses. 

Another result is the appearance 
of a new type of intermediary, 
interposing itself between 
customers and the dealers. 

Going by names like Auto-By-Tel 
and AutoVantage. these services 
invite users to submit requests for 
vehicles they want to buy, then 
feed those requests to dealers near 
the customer's home who have 
paid to be part of the network. The 
dealer then contacts the potential 
buyer direct. 

Efforts to tie both buyers and 
dealers into these new networks 
are multiplying. Auto-By-Tel has 
arrangements with Chase 
Manhattan and American 
International Group for people 


buying cars to submit online 
requests for loans and insurance. 

Now. to preserve its network 
from competitors, the company has 
started trying to get its 1,200 
paying dealers to sign exclusivity 
contracts. By agreeing not to join 
rival networks - and by agreeing 
to let Auto-By-Tel train their sales 
staff in basic common levels of 
service - dealers are tying 
themselves increasingly closely to 
the system. 


A s is the way of the Internet, 
Auto-By-Tel itself feeds off 
other popular sites, with a 
large proportion of its visitors 
coming through Microsoft’s 
CarPoint, or through Edmund’s, a 
popular provider of pricing and 
other vehicle infor- 
mation. 

The vehicle manufacturers seem 
content to sit back and let these 
forces take their course - while 
themselves using the Internet in 
ways that could alter their 
traditional relationships with 


dealers. Chrysler, for instance. Is 
trying to use its web site 
to find out more about 
its customers' car-buying 
preferences. 

The key is a specification system 
in the company's web site which 
allows potential buyers to build a 
picture of the vehicle model they 
want, from its colour to its range of 
accessories. The price is calculated 
automatically. 

The buyer can then print off the 
details and go to the dealer armed 
with the specification “without 
being forced to accept whatever Is 
on the dealer's lot", says Everett, 
“It used to be. when you visited the 
dealer, he held all the cards", 
including details of price, he adds. 
In an online world, that 
information advantage could start 
to be eroded- 

By collecting the do-it-yourself 
specifications. Chrysler also hopes 
to have a far better idea, and far 
quicker, of what customers in 
general want That should enable it 
to adjust its output more rapidly. 
Gathering this information will not 
be possible until at least the end of 
this year, Everett says. 

The big US vehicle makers have 
also begun to turn to the World 
Wide Web for ways to make their 
internal communications more 
efficient. 

Ford Motor took the decision 18 
months ago "to move to the web as 
its way of doing business", says 
Stevie Cote, the company’s head of 
information management. That 
decision led to the launch of an 
intranet hub last summer: 
Netscape’s browser has been 
deployed to 50,000 employees and 
the company has so far put 15,000 
people through training to use the 
system. 

The network is being used by the 
various people involved in Ford’s 
new vehicle programmes to 
transfer technical and other 
information between themselves, 
the company says. 

It is also an Important tool in 
Ford 2000, the company’s 
ambitious reorganisation aimed at 
turning itself into a global 
company, making it possible to 
communicate with large numbers 
of people quickly. “The Intranet is 
absolutely key to handling 
large-scale change in a large 
organisation." says Cote. 


This article is part of a series on 
how different industries are 
exploiting the Net. Previous articles 
appeared on January 29, December 
11 and November 2ft 


SOFTWARE VIA THE NET 


"JNLS.- 


Blow struck for the unknowns 


I t is the ideal business 
plan: take software 
developed for free by 
other people, stick it cm a 
CD-Rom and sell it for $59 - 
undercutting all your 
competitors by several 
thousand dollars. 

Several companies 
survive by selling disks of 
“freeware” and 
"shareware* - software the 
authors give away for free 
trial - hut corporate 
customers, which would 
buy hundreds of copies and 
be prepared to buy 
technical support, tend to 
avoid unbranded software. 

Caldera, a p rivate US 
company, is courting the 
corporate and small office 
market with Linux, a free 
operating system to which 
it adds its own utilities and 
technical support. 

Linux, designed to be 
compatible with the Unix 
standard running many of 
the most powerful 
computers and Internet 
systems, was written by 
Linus Torvalds of Finland 
tn 1991, and published on 
the Internet, where teams 
of volunteers update it. 

Caldera has the benefit of 
financial backing from the 
R ay Noorda family trust, 
and has Ray Noorda, 
former chief executive of 
networking company 
Novell, as an adviser. But 
Linux has no pedigree, no 
powerful supporters, and if 
it has been heard of at all, 
is usually regarded as a 


toy for maths students. 

Caldera, which has just 
launched its OpenLinux 
base system, is responding 
by going for niche markets 
and trying to change the 
operating system’s Image. 

Apart from forming 
alliances with big w*™* 
such as Netscape and, 
predictably, Novell, it is 
applying to use the Unix 
brand name, controlled by 
theX/Open consortium. 

“We think this is very 
important," says Ransom 
Love, vice-president of sales 
and marketing for Caldera, 
“because governments feel 
standards compliance is an 
important issue." The 
company is pushing Linux 
towards the Unix standard, 
-but because the hundreds of 


programmers are 
volunteering evenings and 
weekends for the work, it is 
not a quick procedure. 

“One of the key things we 
want to do is to work 
directly with the Linux 
community, [which] makes 
the process a little bit 
slower than if we just 
funded the work 
ourselves," Love says. The 
upside is that the company, 
with just 30 staff, sells a 
product directly 
comparable with 
Microsoft’s Windows NT or 
Sun’s Solaris. 

However, Caldera is not 
attempting to compete 
head-on with these giants. 
Instead, it is going for 
markets that emphasise 
Linux's »»»"» strength - 


networking. Not 
s u rprisin gly for a product 
developed purely over the 
Internet, Linux has 
comprehensive networking, 
with support built in for 
Windows, Appletalk and 
the tap protocol used on the 
Net, as well as the ability to 
act as a dial-up server. 
Caldera has just licensed 
Novell’s system, which will 
complete the set. 



In big corporations - Bell 
Laboratories and South 
West Airlines are 
customers - Love pushes 
Linux as the “glue" that 
holds the many different 
networking standards 
together. With smaller 
companies he sells on price: 
rather than spend 
thousands on a commercial 
Unix to connect to the 
Internet and to home 
workers, and then more on 
hardware to support the 
memory-hungry operating 
sy st em, i .inw will run on a 
cheap 486-based PC 
Malcolm Beattie, a 
systems programmer who 
uses Linux to run Oxford 
University's main World 
Wide Web server, claims it 
is better than the expensive 
options. “It is more secure 
straight oat of the box than 
most commercial systems 
against people coming in 
over the network," be says, 
as weD as being faster. 


MttayMawod 

Room for improvements: tn the corporate and small office sector 


James 

Mackintosh 


Sales by 
the bundle 


IT in action 


Multifunction computer 
peripherals — machines that 


incorporate two or more 

copying, faxing, printing or 

- • . 


qranning functions - are 
becoming increasingly popu- 
lar in Europe, th ank s partly 
to the spread of teleworiring- 

Research from the US- 
based International Data 
Corporation predicts the 
European market win Jump 
from 260,000 units last year 
to more than 1.6m by 2000. 
Germany was the biggest 
European market last year, 
with 35 per cent of sales, fol- 
lowed by France and the UK. 

At present, fax-based 
machin es dominate at the 
low end of the market, but 
IDC predicts a rapid shift 
towards printerbased prod- 


ucts, which it says will 
account for $468m of sales by 
2001. Simultaneously, there 
will be a transition from 
monochrome to colour prod- 
ucts. where shipments are 

expected to rise significantly 

from just 37,500 units in 1996 
to Llm by 2001. 

Much of the growth in the 
low end of the market will- 
be driven by the expected 
surge in teleworking, but 
growth In the business mar- 
ket is expected to be more 
muted as users weigh up the 
benefits of moving from 
high-quality single-function 
peripherals connected via a 
network, to an integrated 
multifunction peripheral. 

The European Multifunction 
peripheral Review and Fore- 


cast $10,000. Details from 
Meryl Salter, tel UK (0)181 
987 7109, fox (0)181 747 0212. 
or e-mail msalter@ 
idcresearch.com 


All eyes on a 
hot date 


Yet another survey about 
the two big issues facing 
Europe's IT directors - tack- 
ling the millennium date 
cha ng e and delivering com- 
pliance with European mon- 
etary union - finds the for- 
mer is considered far more 
important than the latter. 

All 100 IT directors from 
big UK companies respond- 
ing to a survey commis- 


sioned by Inter$o1v, which 
makes applications enable- 
ment software, have begun 
to think about 2000 compli- 
ance - ensuring their com- 
puters do not register 2000 as 
“year zero". But 68 per cent 
had not yet considered rede- 
signing their systems for 
Emu, and 98 per cent had do 
target date for Emu compli- 
ance. IT directors described 
the Emu challenge as 
“vague” and “an issue that 
will not affect them". 
Corporate UK and the Year 
2000. Available free from 
Intersolv. contact Simon 
Atkinson , tel UK (0)1727 
812812 or e-mail simon_atkin- 
son@intersoto.com 


Compiled by Andrew Baxter. 
Information can be faxed to 
UK (0)171 873 3196 or sent by 


e-mail to 

tech.page@PT.com 
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HONORING THE YEARS BEST FINANCIAL SERVICES ADVERTISING 




THE FINANCIAL COMMUNICATIONS SOCIETY OF NEW YORK IS PROUD TO PRESENT THE 
THIRD ANNUAL FCS PORTFOLIO AWARDS, HONORING THE BEST CREATIVE SOLUTIONS TO 
MARKETING CHALLENGES IN THE FINANCIAL SERVICES INDUSTRY. ON MAY 13, 1997, 
AWARDS WILL BE GIVEN FOR PRINT, TELEVISION, RADIO, DIRECT MAIL, OUT-OF-HOME AND, 
FOR THE FIRST TIME, INTERACTIVE ADVERTISING IN THE BUS1NESS-TO-BUSINESS, 
CONSUMER RETAIL AND CORPORATE IMAGE CATEGORIES. ENTRIES WILL BE ACCEPTED 
FROM AD AGENCIES OR FINANCIAL SERVICES FIRMS NATIONWIDE. ENTER BEFORE MARCH 
10, 1997. FOR ENTRY APPUCATIONS, CALL 1 -B00-949-4049 CODE 460, AND RECEIVE YOUR 
CALL FOR ENTRY FORM INSTANTLY VIA OUR AUTOMATED FAX SYSTEM. FOR INFORMATION 
ON THE FCS OR THE FCS PORTFOLIO AWARDS, PLEASE CALI 1-800-FCS AWARD. 
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INTERNATIONAL CAPITAL MARKETS 


European sector enjoys positive session 


GOVERNMENT BONDS 


By Satner tekandar 

in London and 

Lisa Branstsn in New York 

European bonds had a 
positive session yesterday, 
with most markets closing 
between V* and V* point 
hi gh er, while participants in 
the US Treasury market 
awaited the outcome of the 
first leg of the quarterly 
refunding. 

Analysts in Europe were 
confident the short-term out- 
look was stHl positive. 

*1 cannot remember seeing 
such a favourable situation 
for financ ial markets," said 
Ms Marie Owens-Thomsen, 
chief economist at JBIP- 
Dresdner Bank in Paris. “A 
rising dollar, combined with 
lower oil and commodity 
prices and interest rates 


heading downwards in 
Europe, make for an ideal 
environment" 

German bunds ended 
higher, with Uffe’s March 
bund future closing at 102.91. 
up 0.25, after reaching a high 
of 103.02 during the session. 
In the cash market, the 
10-year benchmark bund 
rose 0.22 to end the day at 
103.10. yielding 5.58 per cent 
BEP-Dresdner expects the 

rally to continue in coming 
months, taking the yield an 
10 -year bunds down to 
around 5 per cent in June. 

UK gilts showed one of the 
strongest performances, 
ahead of today's release of 
employment and earnings 
statistics for January, with 
traders reporting strong 
demand from overseas inves- 
tors attracted by sterling's 
strong performance on the 
foreign exchange markets. 


The UK currency rose 
from $1.6440 in the morning 
to $1.6450 in late afternoon 
trading in London. “Gilts 
should continue to benefit 
from the strong currency," 
said Mr Adrian Owens, an 
economist at Julius Baer 
Investments in London 

Liffe’s March long gilt 
future settled at 113&, up g. 
In the cash market the 
10-year yield spread between 
gilts and bunds tightened by 
2 basis points to 167 points. 

Mr Howard Davies, deputy 
governor of the Bank of 
England, reaffirmed its 
belief that at least one rate 
rise of 25 basis points was 
needed for the government’s 
inflation target to be met- 
His comments, however, did 
not weigh on market senti- 
ment “He did not say any- 
thing that we did not know 
before." one analyst said. 


Market participants chose 
instead to focus on other 
declarations by Mr Davies, 
who played down the differ- 
ences of view between the 
Bank and the chancellor of 
the exchequer. 

Analysts said traders were 
braced for a hawkish stance 
in the quarterly inflation 
report due to be released 
today by the Bank of 
England, but few expect it to 
affect the gilt market. 

"Gilts are already pricing 
in too much of a rate hike," 
Ms Owens-Thomsen said. 

Italian bonds under- 
performed other markets on 
Emu-related jitters and 
profit-taking after Monday's 
strong performance. On 
T. iff a, the March BTP future 
ended a volatile session 0-36 
lower at 130.82, well below 
its intraday high of 131.38, 
but off its low of 130.70. In 


the cash market, the 10 -year 
yield spread of BTPs over 
bunds widened by five basis 
points to 164 points. 

“Convergence trades 
remain on track over the 
coming weeks, and the lira 
should do well against the 
D-Mark," said Mr Owens, at 
Julius Baer. He expects BTP 
yields to resume their tight- 
ening over bunds towards 
the 130 basis point level. 

French bonds also finished 
higher, with the March 
notional contract up 0.18 to 
1SL64 on Matif. In the cash 
market the 10-year OAT was 
up 0.25 to 107.93, yielding 10 
basis points less than the 
equivalent bund, imchaytg pd 
from Monday. 

US Treasury prices were 
fiat In quiet trading ahead of 
the first leg of the Treasury 
department’s quarterly 
refunding operations. 


Near midday, both the 
benchmark 30-year Treasury 
and the two-year note were 
unchanged. The long bond 
held at 97g to yield 6.696 per 
cent and at the short end of 
the maturity spectrum, the 
two-year note was trading at 
100&, yielding 5E39 per cent 
The March futures con- 
tract on SQ-year bonds 
climbed & to 112 &. 

Bands held steady despite 
some pressure from $39. 75b n 
worth of new supply set to 
come on to the market this 
week from three auctions by 

the Treasury. 

At mid-afternoon the Trea- 
sury was to release the 
results of its auction of 
5l7.75bn in three-year notes. 
Existing three-year notes 
were unchanged at 99g p 
yielding 5.946 per cent 
Mr Kevin Sluder, senior 
fixed-income trader at First 


Chicago Securities, said he 
did not expect the three-year 
auction to set the tone for 
the refunding, because three- 
year notes are not as widely 
held as the 10 -year and 
30 -year bonds to be sold later 
in the week. 

Today the Treasury will 
auction $ 12 bn in 1 0 -year 
notes and tomorrow it Is to 
sell $lObn in 30 -year bonds. 

Bonds derived some sup- 
port from the dollar, which 
continued to hold steady in 
spite of comments from Gl 
finance ministers that were 
interpreted as signs that 
they did not want a further 
rise in the US currency. 

At Friday the dollar had 
edged higher against the 
D-Mark and the yen, chang- 
ing hands at DM1.6745 and 
Y 122.70 compared with 
DML6553 and Y122.67 late on 
Monday. 


Siemens uses Emu angle 


New international bond issues 


INTERNATIONAL BONDS 


By Conner MkJdelmann 
and Edward Luce 

New issue activity in the 
eurobond market picked up 
yesterday, with benchmark 
-deals for Siemens, the Ger- 
man electronic and engineer- 
ing group, and the US Fed- 
eral National Mortgage 
Association (Fannie Mae). 

Siemens became the first 
corporation to issue “parallel 
bonds", taking advantage of 
the momentum towards a 
single European currency 
and underlining the compa- 
ny's commitment to Euro- 
pean Monetary Union. 

The deal, jointly co-ordi- 
nated by Deutsche Morgan 
Grenfell and J.P. Morgan, 
was heavily oversubscribed 
and performed strongly on 
its first day of trading. 

In addition to the Emu 
angle, the overriding appeal 
of the bonds is their rarity 


value, dealers said; Siemens 
has not been to the interna- 
tional fixed-income market 
for more than 25 years. 

The transaction consists of 
three tranches of 10-year 
bonds with identical 5.5 per 
cent coupons and maturity 
dates, denominated in three 
currencies: DM750m. 

FFr2 .5bn and FI 500m. 

Siemens will redenominate 
each tranche into euros once 
the relevant currency is part 
of Emu. When the three 
tranches are redenominated, 
the bonds will be consoli- 
dated in one large issue. 

The D-Mark tranche was 
between three and four 
times subscribed, dealers 
said. Its 17 basis point 
launch spread over bunds 
narrowed to 14 points in late 
trading. About one-quarter 
was placed in Germany, with 
the rest going to accounts in 
the UK, Switzerland, Scan- 
dinavia, the Benelux region. 
France and the east Asia. 


The guilder bond, jointly 
led by ABN Amro, was 
boosted by a strong Dutch 
institutional bid and its yield 
spread narrowed from 20 to 
18 basis points. The French 
franc bond, jointly led by 
Paribas, remained bid at the 
re-offer spread of 14 basis 
points, but also saw wide- 
spread demand. 

The £lbn global bond by 
Fannie Mae will be priced at 
10 basis points above seven 
per cent UK gilts and will 
mature in June 2002. Traders 
said it was popular with 
institutions but it was 
unclear how retail investors, 
who dominate the five-year 
gilt market, would respond. 

“We don’t yet know where 
the home Is for this paper," 
said one syndicate manager 
in London. The issue, which 
will be priced today, is led 
by BZW and Merrill Lynch. 

Elsewhere, Sears Roebuck 
Acceptance, the finance arm 
of the US retailer, issued 


$300m of bonds in a strategic 
deal signalling its return to 
the market after an absence 
of several years. 

The issue was about 40 per 
cent oversubscribed, said 
lead manager J.P. Morgan, 
reporting strong placement 
in the UK and Switzerland, 
as well as the rest of Europe. 
The yield spread remained 
unchanged at 40 basis points 
over Treasuries. 

The D-Mark sector saw a 
rare subordinated bond 
offering. DM400m of 10-year 
bands for BayerVB Overseas 
Finance. According to SBC 
Warburg, joint book-runner 
with Bayerische Vereins- 
h ank, it is only the second 
subordinated D-Mark bond 
in a long time, following an 
issue in December for SBC. 

The paper was placed 
mainly with yield -hungry 
institutions in the UK, Swit- 
zerland France, and the 43 
basis point launch spread 
narrowed to 40 points. 
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with Nethold not completed by 31/8/97. Q Over interpolated yield 4 Short 1st coupon. 


Canal 

Plus 

raises 

FFr2bn 

By Edward Luce 

canal Plus, the Fre nch p ay 
television service, yesterday 
offered a FFr2bn convertible 
bond exchangeable into 
shares in a leading Italian 
media company. 

The dual-currency offer- 
ing, priced to yield 3.5 per 
cent, will he convertible into 
shares in Mediaset, the 
Milan-listed media bolding 
company of Mr Silvio Ber- 
lusconi, the Italian business- 
man, which launched its ini- 
tial public offering last year. 

Canal Plus is merging 
with NetHold, an Italian 
^wU a company which owns 
6.6 per cent of Mediaset The 
offerin g , which will help 
finance NetHold's acquisi- 
tion of Mediaset shares, is 
convertible at a 15.8 per 
cent premium to the shares 
- equivalent to L8*500. 

“The issue has been well 
received in the UK, Switzer- 
l and and Italy, 0 one dealer 
said yesterday. “It is per- 
ceived as an elegant way of 
refinancing NetHold's 
stake." 

The offer is being led by 
UBS and Lehman Brothers 
in London. “It is quite 
on usual for a French com- 
pany to choose non-French 
banks to lead manage a con- 
vertible issue,” a syndicate 
nffirial in London said. 

The offer includes a provi- 
sion for converting into a 
pure bond if the NetHold 
merger does not go ahead 
within six months of the set- 
tlement. The merger is 
expected to take place by 
April. The company can 
exchange the bonds for cash 
instead erf shares within 23 
days of investors choosing 
to convert. The five-year 
bond is callable after four 
years. 
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BENCHMARK GOVERNMENT BONDS 
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■ BUND FlfTWES OPTIONS (UFFE) DM250.000 potota of 100% 
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Italy 

■ NOTKXML FTAUAN GOVT. BOND {BTP) FUTURES 

tUFFET Lira 20ttn IQOtha ot 100% 

Open Sett price Change High Low Est vot Open toL 
Mar 131 SO 130.82 -026 131.38 130.70 63125 105500 

Jun 130.36 130.32 -026 130.70 13020 2271 13582 
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■ NOnOWAL UKQO.T FUTURES (UFFE)- £50,000 32nds of 100% 

Open Sett price Change Mgh Low Est. voi Opoi tot 

113-OJ 113- TO +0-13 113-15 112-30 6474 0 185006 

Jun 112-24 112-27 +0-13 112-24 112-24 1 6064 

■ LONG GILT FUTURES OPTIONS (UFFE) £50.000 64ths of 100% 
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■ LONG TERM FRENCH BOND OPTIONS (MATIF) 
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■ ECU BOND FUTURES (MATIF) ECU 100,000 
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Germany 

■ NOTIONAL GERMAN BUND FUTURES (UFFE)' DM2SO.OOO IQOthS of 100% 
Open Sett price Change H&i Low EsL vol Open tot. 
Mar 102.78 102.91 +025 103.03 102.75 167747 23S061 

Jun 102.04 102.02 +024 102.08 10129 6243 13123 


UK GILTS PRICES 


US 

■ US TREASURY BOND FUTURES (CBT) $100,000 32nda oil 00% 

Open Latest Change «gh Low EsL vol Open bn. 

Mar 112-16 112-1 d -0-01 112-21 112-14 164965 490240 

Jim 112-02 112-00 - 112-05 112-00 2688 40,689 

Sep - 111-18 5 10.611 

Japan 

■ NOTIONAL LONG TBRM JAPANESE GOVT. BO*H> FUTURES 
(UFFE) VIOOm IQOtha ot 100% 

Open Close Change High Lcmi EsL vol Open tot 

Mar 126.40 126.40 12638 232 n/a 

Jun 124.96 124.96 124.93 41 n/to 
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FINANCIAL TIMES 


WEDNESDAY FEBRUARY 12 1997 


CURRENCIES AND MONEY 


Dollar and pound race ahead 


MARKETS REPORT 


By Richard Adams 


lie US dollar and sterling 
both enjoyed spectacular 
gains ,'. on- the foreign 
exchange markets yesterday, 
t hank s to continued weak- 
ness on the part of the 
D-Mark. 

The D-Mark plunged after 
a BBC news report, later 
denied by the German 
finance ministry, that Ger- 
many’s GDP to debt ratio 
was expected to be per 
cent, above the Maastricht 
criteria level of 3.0 per cent 
for membership of a 
European currency. 

The dollar ended the day 
on the London market at 
DM1.6721, np by 1.44 pfen- 
nigs, while the pound 
jumped up by four pfennigs, 
from DM2.7058 to DM2.7462. 
Sterling also rose by 0.9 of a 
cent against the dollar, end- 
ing at $1.6424. 

Sterling's trade weighted 
index, which measures it 
ag a in st a basket of curren- 


cies. rose by 1.2 to 982. 

Against tiie Japanese yen, 
the dollar rose to Y123.07, an 
increase of just Y024. Ana- 
lysts said this indicated that 
the markets had taken 
account of the G7 summit 
statement last weekend and 
subsequent remarks by Japa- 
nese officials about the yen- 
dollar level 


ment had been to introduce 
a “degree of caution" to the 
dollar's level. 


Dollar 


* The dollar's rise back to 

the levels seen in 1993 
should have come as little 
surprise, according to Mr 
Brendan Brown, bead of 
research at the Bank of 
Tokyo-Mitsubishi in i rwHnp 

“It*s back to where it was 
in 1993, but the real puzzle is 
how to explain how the dol- 
lar got so cheap,” he said. 

Mr Neil MacKinnon, chief 
economist at Citibank, said 
the effect of the GTs state- 
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■ The pound's ascent came 
as Mr Howard Davies, dep- 
uty governor of the Bank of 
England, triggered specula- 
tion that the Rank may be 
about to water down its calls 
for higher UK interest rates. 

Reporting recent state- 
ments by the Bank, Mr 
Davies said in a speech that 
the Bank had been asking 
for a quarter point increase 
in interest rates In the 
short-term, "with perhaps a 
little more later in the year". 

Some economists said this 
was a much weaker call for 
higher rates than Mr Eddie 
George, governor of the 
Bonk of England, had made 
in December. 

In December, Mr George 
said that the Bank wanted 
an immediate quarter point 
increase In rates and that if 
it did not get it then it would 
ask for a half point increase 
in the first few months of 
1997. 


Against the yen (V perS) 
125 
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“I think this is the Bank 
tacking down and saying 
that rates do not have to go 
up by as much as they said 
before." said Mr James 
Barty, chief economist at 
Deutsche Morgan Grenfell In 
London. 

He said tbat the Bank’s 
view had probably been 
affected by the pound's sus- 
tained rise as well as a run 
of weaker economic statis- 
tics which pointed to steady 


rather than explosive eco- 
nomic growth. 

Mr Richard Jeffrey, econo- 
mist at Charterhouse in Lon- 
don, said the pound's rise 
was “not necessarily telling 
us good things about the UK 
economy. It is telling us that 
the UK is growing a lot tas- 
ter than other economies 
and that is a risk. The pound 
is rising because the UK is 
sucking in capital because of 
faster growth. The UK econ- 
omy is proving too strong." 

In the latest Charterhouse 
forecasts, published today. 
Mr Jeffrey predicts that UK 
base rates will stand at 
about 8.5 per cent by the end 
of this year “as the new gov- 
eminent struggles to protect 
the [government's! 2.5 per 
cent inflation target." 


Charterhouse predicts that 
underlying inflation is likely 
to be 4 per cent in the fourth 
quarter. 
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■ With the pound's strength 
beginning to bear down on 
UK exporters, and with few 
signs of inflation appearing 
so far. the first suggestions 
of a cut in base rats began 
to be heard yesterday. 

But Mr Joe Prendergast, 
first vice-president at Merrill 
Lynch in London, said econ- 
omists estimated the pound 
would have to rise by a fur- 
ther 20 per cent in value 
before a rate cut could be 
contemplated. 

Mr Brown said it was 
instructive to compare the 
UK economy to that of the 
Netherlands, which shared 
strong consumer spending 
and unemployment figures 
with the UK. but where 
there was little talk of a rate 


Oman 

Pom 


increase. 

"Later this year the news 
may be of a slowdown in the 
UK economy as Europe picks 
up." he said. 
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330 103374 

005 56.7150 
706 104706 
071 8.1310 

703 02749 

473 2.7488 

918 429397 
282 13285 

458 2584.72 
085 56.7150 
835 3.0845 

844 103922 

075 275306 
282 232349 
753 12-1858 
558 23573 


19.1140 

553390 

103577 

83440 

9.1724 

2.7167 

426.160 

13205 

266734 

55.8390 

33463 

103493 

271604 

230339 

123480 

23325 


192814 2.7 

56X379 23 

103457 23 


192249 

582729 

104051 


2.1 

23 55.0779 23 

23 102262 23 


103.6 
1035 

105.7 


+03163 097 - 


Argentina (Pear# 13422 +0.009 417 - 428 

Brad PS) 1.7199 +03095 192 - 205 

Canada (CS) 22239 +03168 228 - 250 

Mexico Pew Peso) 12.7943 +03545 830 - 056 

USA {$) 13424 +0008 420 - 428 

PScfflc/BOdifle East/ Africa 
Australia (AS) 2.1575 -03004 563 - 587 

Hcng Kong pK$) 12.7204 +03673 165 - 243 

Ps) 583047 +03228 493 - EOT 
(Shk) 5-4689 +0 l 0405 605 - 732 
(V) 202.130 +1.490 999 - 262 
(MS) 43888 +0.0253 850 - 886 
New Zealand (NZJ) 23878 -0.0004 863-882 
Phttpptnes peso) 43.2890 +02289 174 • 206 
PR) 6.1596 +03337 580 - 615 
CSS) 23240 +03233 218 - 262 
P> 73471 +0.0527 412 - 530 


13449 13333 

1.7225 1.7106 


123101 12.7413 


toda 
Israel 
Japan 
Mstaysta 


583800 583250 
54798 54276 
202330 200950 
43938 43824 


- 

- 

- 

- 

. 

- 

842 

92466 

2.7 

92049 

2.7 

9.0002 

2.9 

>062 

2.7397 

22 

2.7264 

22 

22816 

3.1 

1052 

• 

■ 

- 

- 

- 

- 

662 

1X1271 

04 

12261 

02 

1.0196 

0.8 

103.1 

269646 

-12 

269821 

-02 

2686.96 

02 

772 

565379 

22 

562729 

22 

55.0779 

22 

1032 

3X745 

32 

3259 

32 

2.9855 

3.1 

1034 

100678 

1J 

102478 

12 

10.7428 

12 

1032 

276321 

-AS 

276291 

-02 

. 


942 

232.194 

02 

231274 

0,4 

229279 

1.1 

782 

12.1472 

12 

12.1027 

2.1 

112932 

22 

852 

2X458 

4.1 

22314 

32 

22599 

4.0 

1032 

• 

. 

- 

. 


- 

982 

14065 

1.7 

14041 

12 

12826 

22 


22188 

22 

22079 

22 

2.1489 

34 

862 

1.6415 

0.7 

12395 

0.7 

12295 

02 

103.1 

2.1588 

-0-7 

2.1585 

-04 

2.1591 

-0.1 

942 

127131 

0.7 

12.8992 

0.7 

122346 

0.7 

: 

2012 

52 

199245 

52 

19023 

S.5 

1222 

22845 

-3.4 

2.404 

-2.7 

24247 

-12 

1142 


Europe 

Austria 

Belgium 

Denmark 

Frtard 

Francs 

Germany 

Greece 

Ireland 

Italy 

Luxembourg 

Netherlands 

Norway 

Portugal 

Spam 

Sweden 

Switzerland 

UK 

Ecu 

SORT 


(Schl 11.7662 
(BPr) 34.5000 
(DKr) 63721 
(FM) 43324 
(Ffr) 5.6425 
(DM1 1.672! 
(Dr) 261340 

nq 13966 

(ll 163930 
lU=r> 343000 
(Ft) 1 8767 
(NKr) 6.6246 
(E9) 157380 
(Put) 141375 
fSKrt 7.4076 
ISFi) 14337 
(Q 1.6424 

- 1.1645 

- 0.710923 


+01094 

+032 

+0.0593 

+0324 

+0.052 

+00156 

+0975 

-09039 

♦713 

+032 

+03166 

+00648 

+73S 

+1385 

+03568 

+0.0057 

*0309 

-03072 


641 - 683 
800 - 200 
706 - 736 
299 - 349 
420-430 
718 - 722 
990 - 090 
977 - 995 
930 - 030 
800 - 200 
764 - 770 
237 - 255 
B30 ■ 930 
350 - 400 
038 • 113 
331 - 340 
420 - 428 

642 - 648 


11.7760 

34.5200 

63775 

4.9541 

5.6492 

1.6738 

261.020 

1.6075 

1641.00 

34.5200 

13800 

6.6363 

168X30 

141350 

74226 

1.4359 

1.6452 

1.1720 


11 £640 
34.1020 
83155 
43078 
5.5947 
1.6573 
260.080 
1 .5969 
162938 
34.1020 
13610 
6.4895 
1662C0 
140.330 
73501 
14250 
16335 
1.1635 


Argeroma 

Brazil 

rini-vei 


IPeso) 03999 
(RS) 13472 


ICS) 


- 998 

- 470 
13541 +03028 537 


Mbjoco (New Peso) 7.7900 -03095 850 
USA (SI 


999 

473 

544 

950 


03999 03998 
1W80 13470 


77950 7.7800 


Padflc/IBdOle East/Africa 


Austraia 

Hong Kong 

India 

brad 

Japan 

Malaysia 


(AS) 13136 -4)3075 132 
(HKS) 7.7450 -33015 445 ■ 
(Rs) 353650 • 400 

33286 +03065 255 • 
(V) 123.070 +034 Q20 • 

(M$) 2.4883 +03018 878 - 


141 

455 


(St*) 


Saud Arabia 
Shgapore 
South Africa 


South Korea (Wop) 142730 +1052 739 - 841 


Taiwan 

Thailand 


(T$) 453317 +03131 878 - 756 
(Bt) 423825 +02121 63B - Oil 
t State tar Feb to . fitoUhr rrn+rti n tM Pound Spot tub 
bur ora krona by arrant Mmmr Swing Mm afcate 
Hd-rWee In both me art *■ Data Spar bfrbe (tamed too 


433454 432117 
01703 61286 
23270. 23109 
73002 7.1598 
142831 142033 
453759 443906 
423600 423590 


New Zeaata (NZS) 14538 -0.0083 533 - 543 


Phllppines 
Saudi Arabia 
9ngrpve 
South Africa 


(Peso) 263450 -0305 200 - 


(SR) 3.7505 


- 503 


(SS) 1.4150 +03065 140 - 160 
(R) 4.4125 +0308 100 - 150 


South Korea (Won) 869.400 +135 300 

Taiwan (ID 273400 +034 200 


(Bt) 253270 -0313 220 - 


13163 
7.7470 
900 35 8620 
316 33320 

120 123390 

888 24905 

1.4581 
700 263700 
506 3.7506 

141 65 
4.4540 
500 8703m 
600 273650 
320 253620 


353350 


33174 


263200 


8683m 


11.7515 

15 

11.7062 

20 

11.5112 

25 

103.6 

3444 

2.1 

342125 

22 

33.7725 

2.1 

1032 

6.3632 

1.7 

63443 

1.7 

65631 

1.7 

1055 

4 9236 

2.1 

43049 

22 

4X224 

25 

838 

£.6341 

13 

66162 

1.9 

55405 

12 

1065 

16692 

2.1 

16632 

2.1 

1.6384 

2.0 

1055 

262.595 

-7.1 

265165 

-65 

276.19 

-58 

665 

1.5981 

02 

15373 

02 

12949 

05 

• 

1642.53 

-2.0 

1545.69 

-14 

164628 

-04 

77X 

3444 

2.1 

343125 

22 

33.7725 

2.1 

1032 

18729 

24 

12843 

25 

18294 

22 

103.6 

6.6203 

0.7 

6.6152 

05 

62896 

02 

103.1 

708X95 

-12 

16828 

-12 

769.155 

-02 

955 

141473 

-02 

141.454 

-03 

140 705 

02 

78.0 

7.4046 

05 

7295 

0.7 

75476 

08 

S55 

14299 

3 2 

1 4221 

35 

13892 

3.1 

103.1 

1.6415 

0.7 

1.6395 

0.7 

1.6295 

02 

975 

1.1659 

-1.4 

1.183 

-12 

1.1856 

-18 


12518 

2.1 

15467 

22 

15192 

25 

B65 

7.905 

-102 

81745 

-18.7 

9X35 

-16X 

- 


- 


- 

■ 

- 

103.4 

13151 

-1.4 

1517 

-1.0 

15225 

-0.7 

958 

7.7449 

0.0 

7.7454 

OX 

7.7565 

-0.1 

- 

36.08 

-72 

3654 

-72 

- 

* 

- 

122295 

42 

12129 

42 

11759 

42 1222 

24812 

-1.4 

24968 

-15 

22178 

-15 

- 

1.4593 

-42 

1.4636 

-2.7 

1.4951 

-22 

- 

3J508 

-0.1 

3.7512 

-0.1 

3.7531 

-0.1 

. 

1.4128 

13 

1.4083 

15 

1587 

2.0 

- 

4.4532 

-11.1 

45282 

-102 

4843 

-92 

- 

272401 

OX 

275403 

OX 

. 

. 

. 

26217 

-42 

28.1845 

— 4X 

26822 

-32 

- 


daw only tM law three ebdnwi pecan. Femora rate are nor draeby quoted to the natal 
sd by tfe Bank of EngtantL bn ■irapt 1M0 - 10a Wa irtnad 1/ZA5. BkL Ota and 
DtE WWFBflBS CLOSWQ SPOT HAIGS. Sane rtuae we rcundad by the F.T. 


T SOfl nee pgr S tor Fab 10. BkltoOw s wab hn 
quoted to the market btl we rnpWed by curwn 
10 : Bam overage 1990*10a 


Dolor Spar i 
«*- UK. 


Sow arty the lest three dnermst ftneet r ente d nans ore not dreedy 
S ECU are quoted in US currency. J_P, Morgan nontnai Meas Fab 


WORLD INTEREST RATES 


MONEY RATES 








Fafamray ii 

Omt 

One 

Three 

a 

One 

Loreb. 

Db. 

Rape 


night 

month 

rmhs 

tints 

year 

Inter. 

rate 

ran 

Belgium 

3i 

34 

34 

3Vfe 

3’* 

5X0 

220 

- 

Franca 

3m 

3i 

Si 

SVi 

3£ 

3.10 

- 

4.75 

Gannany 

316 

3£ 

3i 

3 i 

3i 

420 

280 

3.00 

Ireland 

5H 

5% 

59 

R* 

54* 

- 

- 

655 

it»iy 


7% 

n 


63 

655 

8.75 

755 

NaBrtdan* 

23 


2D 

3 

3<« 

- 

3X0 

320 

Swtzertand 

IS 

13 

13 

IB 

13 

- 

1X0 

- 

US 

Si 

Si 

Si 

53 

5n 

- 

5X0 

- 

Japan 

2 

H 

BV 

11 

V 

4 

- 

050 

- 

■ SUBOR FT London 








tntrafawik Fixing 

- 

S3 


52 

53 

- 

- 

- 

US Dolor CDs 

_ 

5.15 

5.18 

553 

558 

- 

- 

- 

ECU Uteri Dm 

- 

•N 

4 


32 

- 

- 

- 

SDR Lfrttad Do 

- 

34 

3% 

32 

3EA 

- 

- 

- 


S UBOH Interbank bing rate are otaed rate tor SI On quoted to the martial by tow 
mhronee bw*a at 11am each working day. D» benla n Bank** Trust. Bank Dl Tokyo 
MftsubWi. Bwctayi er>d NadarW w ma ta m r. 

IM MW m Wool tor flat domestic Money State. USS COa. ECU A SDR Lnhad Dapoata (pa*. 


EURO CURRENCY I N TERE S T RATES 

Fob 11 Short 7 days One Three 


month months 


Six 

months 


One 

year 


Belgian Franc 
Danish Krone 
German Marie 
Dutch Guilder 
French Franc 


Sterling 
Swiss Franc 


3& 

-ih 

3A 

-3 

3A 

■s.'. 

34- 

3»« 

34 

-3A 

34 

.34 

30 

. 3l 2 

30 

- 30 

35s 

- 3*2 

3*1- 

3i 2 

30 

-3)5 

3* . 

30 

3£ 

- s} f 

3i 

-3A 

3h 

-2\ 

3lj - 


31, 

-3& 

34 

■28 

3- 

2% 

3 - 

Hi 

20 

-20 

3A- 

as 

3,’t 

-212 

34 

-34 

3^4 

-9k 

3A 

-3A 

30 

-3,1 

30- 

9k 

3£ 

-34 

ft. 

34 

*& 

-BA 

eh 

-6A 

s& 

- Bi 

6>«- 

6i 

5B 

-SB 

50 

ft 

6k 

■Sil 


■« 

6 - 

50 

«- 

5* 

50 

-54 

50- 

50 

G - 

5^ 

si, 

-sa 

6^4 

- 6lf 

si, - 

6& 

eh 

-64 

Bii - 

■60 

1h 

-Hi 

1*8 

-m 

1* 

-1^ 

10- 

10 

1’4 

-1*8 

10 

■10 

3i 

-3* 

Sit 

-2% 

3A 

-«Z 

3J« 

- 3 

3C 

- 31, 

3*8 ■ 

■ft 

5C 

■ S*i 

50 

-5A 

50 

-Si, 

50- 

SB 

5ft 

-SS, 

50 

■SB 

Th 

- 7 

7« 

-70 

70 

-7A 

7i- 

74 

7 - 

as 

6B- 

■ft 

h 

- B 

il 

- J3 

ii 

-0 

4- 

0 

4 

-0 

>2- 

■h 

h 

-h 

1>4 

- ik 

2a 

-24 

2ii- 

24 

34 

-2H 

3ft 

■34 


US Dollar 
Italian Lira 
Japanese Yen 
Asian SSing 

Short tann rate iw cad tor the US Dollar and Yen, others: a*o data' note* 

■ THREE MONTH MOB FimiBBS (MAT1F)P3ns hmrban* oHemo rate 



Open 

Sett price Change 

High 

Low 

Eel uoi Open int 

Mar 

98.71 

96.71 

_ 

96.72 

9a 70 

154258 

66466 

Jun 

96.75 

96.75 

- 

96.77 

96.75 

6805 

51.082 

Sep 

06.73 

9& 72 

- 

9575 

9a 72 

4X05 

35.597 

■ THREE MONTH EUROMARK FUTURES QJFFET DM1 m points of 100% 


Open 

Sort price Change 

High 

Low 

Esl voi Open int 

Mar 

96.89 

96-90 

+0X1 

9680 

9688 

9639 

203445 

Jin 

9689 

9650 

+0.01 

96.92 

96.89 

27367 

170637 

Sep 

eas3 

9684 

+0.02 

98B5 

96.82 

23413 

148359 

Dac 

96.67 

96.69 

+0X3 

96.70 

9667 

17466 

163199 

■ ONE MONTH EUROMARK FUTURES (LIFFE)" DM3m points of 1D0% 


Open 

Sett price Change 

rtgh 

Low 

Eel wo) 

Open int 

Feb 

9587 

9886 

-0X1 

9687 

9685 

1493 

125J2 

Mar 

9688 

9687 

-0.01 

96.88 

9687 

1618 

15724 

Apr 


96.90 

- 



0 

1241 

May 


96.90 

- 



0 

3812 

■ THREE MONTH EUROURA 

FUTURES (UFFE)- LI 000m points of 100% 


Open 

Sett price Change 

Hgh 

Law 

Esl wre Open im. 

Mar 

93X2 

93X0 

X.02 

93.06 

92X6 

18978 

95642 

Jun 

9381 

9327 

-ao4 

93.64 

93.52 

17237 

76551 

Sep 

93.98 

B3.92 

-0X4 

9389 

9389 

6611 

45523 

Dec 

94.17 

94.11 

X.04 

94.17 

94.08 

2830 

35118 


■ THREE MONTH EURO SWISS FRANC FUTURES (UFFI!) SFrlm ports oi 100% 



Open 

Sett price Change 

High 

Low 

Esl vol 

Open toL 

Mar 

9880 

3881 

+003 

9882 

98-29 

5611 

30194 

Jun 

9880 

9882 

+0X4 

9883 

9629 

6413 

30564 

Sep 

S621 

9823 

+0.04 

9624 

9880 

2418 

11650 

Dec 

96.03 

8603 

+004 

9604 

9601 

1624 

7180 

■ THREE 

MONTH EUROYEN FUTURES (UFFE) YlOOm points of 100% 


Open 

Set! price Change 

Kgh 

Low 

Eel vol Open M. 

Mar 

99/47 

99/48 

- 

99.47 

99.47 

40 

n/a 

Jut 


9943 

- 



0 

iVa 

Sep 


9987 

- 



0 

n/a 

■ THHEE MONTH ECU FUTURES (L/FFE) Eculm points Of 100% 



Open 

Sen pries Change 

*5* 

Low 

Esl vol 

Open Ira. 

Mar 

95X9 

95X7 

+0 

95X9 

95X8 

605 

10494 

Jun 

96X5 

9605 

+0X1 

9605 

96X3 

231 

6089 

Sep 

9604 

9605 

+0X1 

9605 

96X4 

65 

4069 

Dec 

95X8 

95X9 

+002 

95X9 

B5S8 

25 

4786 


* LBTE tubaaa oho traded an APT 

■ EMBQIJW*OiniOII»(UffBL1000mpoltt»cf 10095 


Strike 

Price 

Mar 

- CALLS - 
Jun 

Sep 

Mar 

— PUTS - 
Jun 

Sep 

9300 

0.10 

OBB 

1.04 

010 

0X9 * 

012 

9325 

003 

0/47 

0X4 

028 

0.15 

017 

9350 

0.01 

080 

084 

0X1 

023 

022 


EaL voL total. CaOa 4550 Puts 140a Previous day's open nu Cals 110304 Pus 7B707 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Feb 11 Bft DKr FFr 

.DM 

K 

L 

H 

NKr 

Es 

Pta 

SKr 

SFr 

£ 

CS 

S 

V 

Ecu 

Belgium 

(BFr) 

100 

1648 

1636 

4X48 

1X13 

4753 

5439 

1980 

4866 

409X 

21.48 

4.156 

1.766 

3X25 

2X98 

3567 

2489 

Doomarit 

(DKl) 

54.12 

10 

8X51 

2.623 

0X81 

2572 

2X44 

1039 

263X 

221 X 

11X2 

2X49 

0X55 

2.124 

1X68 

1960 

1X47 

Franca 

(FFf) 

61.14 

1180 

10 

2.963 

1.108 

2906 

3826 

11.7* 

297X 

250.6 

13.13 

2.S41 

1.079 

2.400 

1.772 

2161 

1X22 

Germany 

(DM) 

20.63 

3X13 

3875 

1 

0874 

980.7 

1.122 

3862 

1004 

84X6 

4432 

0858 

0X64 

0X10 

0X98 

73.60 

0X13 

fra tend 

(S3 

55.17 

10.19 

9.023 

2X7* 

1 

2822 

3,001 

10X9 

268.5 

2261 

11.85 

2893 

0974 

2.166 

1X99 

1968 

1X73 

Italy 

6) 

2.104 

0389 

0844 

0102 

0038 

100. 

0114 

0404 

1084 

6622 

0.452 

0087 

0037 

0063 

0.061 

7X05 

0.052 

Netherlands 

(HI 

1888 

3887 

3.007 

0.891 

0833 

B73X 

1 

3.530 

8945 

7634 

3.949 

0.784 

0324 

0.722 

0X33 

65X7 

0457 

Norway 

(NKr) 

52X8 

9X23 

8X17 

2X24 

0X44 

2475 

2X33 

10 

2534 

213.4 

11.19 

2.165 

0X19 

2.044 

1.509 

1868 

1896 

Portugal 

(Esl 

2085 

3.798 

3.361 

0.996 

0873 

9768 

1.118 

3.946 

100 

8482 

4414 

0.B54 

0X63 

0X07 

0X96 

73X0 

0511 

Spain 

(Pta) 

24/40 

4X09 

6991 

1.183 

0442 

1160 

1827 

4.868 

1167 

100. 

5841 

1.014 

0431 

0956 

0707 

87X4 

0607 

Sweden 

(SKr) 

46-56 

8X03 

7X15 

2X56 

0844 

2213 

2X32 

8X40 

2263 

190.8 

10 

1X35 

0.822 

1X27 

1X49 

1661 

1.159 

Switzerland 

(SFr) 

24.06 

4/446 

6935 

1.188 

0436 

1144 

1809 

4.820 

117.1 

96X0 

5.168 

1 

0425 

0944 

0697 

85X2 

0599 

UK 

B 

56.68 

10/47 

9X67 

2.746 

1X27 

2683 

3.082 

10X8 

275.7 

2328 

12.17 

2X55 

1 

2824 

1.642 

202.1 

1410 

Canada 

(CS) 

25.48 

4.708 

4.167 

1835 

0462 

1211 

1886 

4.882 

124.0 

1044 

6472 

1.050 

0450 

1 

0.738 

90X7 

0.634 

US 

(S) 

34-51 

6876 

6844 

1.872 

0X25 

1640 

1X77 

6626 

167.9 

1414 

7.412 

1.434 

0.608 

1X54 

1 

123.1 

0X59 

Japan 

(Y) 

28X4 

6181 

4X85 

1859 

0508 

1333 

1X25 

6383 

1364 

1148 

6022 

1.166 

0495 

1.100 

0X12 

100. 

0.698 

Ecu 


4018 
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COMMODITIES AND AGRICULTURE 


LME copper data dash hopes of end to squeeze 


By Peter John \ 

Keenly-awaited copper figures 
disappointed a market caught In 
the grip of one of the fiercest tech- 
nical squeezes this decade. 

Traders on the London Metal 
Exchange had been pinning their 
hopes on a stock rise of up to 
10.000 tonnes to ease the market 
stranglehold. 

However, the latest JLME data 
released yesterday showed that 
stocks rose by only 2,650 tonnes. 


That suggested to some analysts 
that the recovery might be losing 
momentum. 

Consequently, three-month cop- 
per was pushed $20 higher at one 
stage. Shares in UK companies 
such as BICC and Delta, which 
are big buyers of copper, were 
also weaker yesterday. 

However, the premium for cop- 
per for immediate delivery, com- 
pared with copper for delivery in 
three months, eased by $25 to 
$155. The unwinding of the posi- 


tion, and declines in the copper 
price on New York's Comex 
exchange, helped the price of the 
three-month contract turn round 
to end the day down almost $20 
at 92,213. 

Nevertheless, activity was con- 
strained by the absence of many 
traders ahead of last night's 
Copper Club meeting in New 
York. 

Opinion is divided as to how 
tight the copper market is. Fig- 
ures for January from Metal Bul- 


letin suggest total available stocks 
would satisfy about three and a 
half weeks of consumption by the 
western world - the lowest level 
since 1990 and one of the lowest 
on record. 

On the other hand, Mr Peter 
Hollands, of Bloomsbury Minerals 
Economics, said the level was sig- 
nificantly higher at 4.7 weeks, and 
even that statistic ignores eastern 
bloc stocks which are at unusu- 
ally high levels. 

Mr Hollands also said LME sup- 


ply had risen by 130,000 tonnes 
since the market's leanest time at 
the end of November. 

Mr Angus MacMillan, of Billiton 
Metals, said: “We are moving 
inexorably into surplus. The only 
question is the pace of that 
move." 

Believers in a more benign cop- 
per environment point to fore- 
casts for an upsurge in output as 
new mines come on stream. They 
also say solvent extraction electro 
winning, a process that cuts out 


smelting and reduces costs and 
time, will expand 
dramatically over the next couple 
of years. 

However, Mr Wiktor Bielski. or 
Deutsche Morgan Grenfell,] 
believes the price has further to 
run. 

“I thinir a lot of people are being 
too positive on production and too 
conservative on consumption. 
This tightness will continue for 
most of 1997 and maybe Into 
1998, n be said. 


China poses 
‘no threat’ to 
grain supplies 


By ABson Maitland 

China’s growing demand tor 
grain imports poses no 
threat to world grain sup- 
plies or food prices, accord- 
ing to a report by the Inter- 
national Food Policy 
Research Institute. 

The study runs counter to 
predictions by the World- 
watch environmental 
research institute in Wash- 
ington that Chinese grain 
requirements threaten to 
overwhelm world supplies. 

The IFPR1, a Washington- 
based research body special- 
ising in sustainable food pro- 
duction, says Chinese invest- 
ments In agriculture will 
lead to increased domestic 
production and “prevent 
China from bankrupting 
world food supplies.” 

The country's grain 
imports should rise to a 
record 24m tonnes in 2000 
and 27m in 2010, but stabilise 
at 25m tonnes a decade later, 
the report says. 

These figures are lower 
than those projected by the 
Organisation for Economic 
Co-operation and Develop- 
ment in November. It put 
grain imports at about 40m 
tonnes in 2000 and 43m 
tonnes in 2010, but also con- 
cluded China would not 


deplete world grain markets. 

Mr Mark R oseg rant. 
research fellow at IFPRI and 
co-author of the new report, 
said his predictions were 
based on the most recent fig- 
ures on Chinese government 
investment in irrigation and 
agricultural research, which 
resumed in the early 1990s. 

Mr Jikun Huang, director 
of the Centre for Chinese 
Agricultural Policy in Bei- 
jing and a co-author of both 
this and the OECD report, 
said: “In recent years China 
has responded with invest- 
ments In agriculture as they 
are needed to increase pro- 
ductivity.” 

The Agriculture Bank of 
China announced earlier this 
month it would increase 
loans to the sector by 24 per 
cent this year, the report 
points out. 

Under a scenario of high 
population growth, the study 
says imports would reach 
52m tonnes in 2020, “still not 
drastic enough to cause a 
global food shortage”. 

The Worldwatch Institute 
has predicted that Chinese 
grain imports could reach 
216m tonnes by 2030. 

China’s Food Economy to 
the 21st Century. IFPRL 1200 
17th St NW, Washington DC 
20036-3006. 



The US has banned imports of pork products from the Netherlands after an outbreak of swine fever in the south of the country, writes Gordon Cramb in 
Amsterdam. Dutch authorities this week began slaughtering upwards of 30,000 pigs on more than two dozen farms In North Brabant province. 

The agriculture ministry in The Hague says the US takes only some 4 per cent of the 144,000 tonnes of pigmeat exported by the Dutch, and no live 
animals are included. The US move to remove the Netherlands from its list of countries free of swine fever follows a similar action by Poland. 

Dutch pig breeders stressed that the outbreak, in which a 12th case was identified yesterday, was limited to a small area around Odiliapeel which had 
already been sealed off to agricultural traffic. The use of farm vehicles was also banned there during this week’s carnival celebrations. 

The disease, which is said to carry no danger for humans, has recurred in spite of stricter Dutch rules for the transport of pigs. Prices of pigs for 
slaughter have firmed on Amsterdam commodity markets, with April delivery animals fetching above FI 2,500 per kilogram. 

CBOT wheat futures recover from lows 


By Laurie Morse in Chicago 

Wheat futures prices for 
March delivery hit life of 
contract lows for the second 
consecutive session at the 
Chicago Board of Trade yes- 
terday, although light fund 
buying helped prices recover 
by early afternoon. 


The March contract is just 
weeks from delivery, and 
commercial buyers and 
other traders were busy dos- 
ing March positions in 
favour of July, when new- 
crop wheat will be available. 

Mr Victor Lespinasse, floor 
trader and grains analyst at 
Dean Witter Reynolds, said 


the markets were quiet 
ahead of Wednesday's VS 
Department of Agriculture 
report on world grain pro- 
duction, and the latest gov- 
ernment estimates for US 
grain supply and demand. 

Traders expect the USDA 
to raise estimates again for 
Australia's wheat produc- 


tion, to about 23m tonnes, 
and 21ft forecasts of soyabean 
and maize production in 
South America. 

Meanwhile, though world 
stocks are rising, traders 
expect the report to under- 
score tight US supplies of 
soyabeans and wheat 

“We're Forecasting the 


soyabean carry-out figures 
to be revised to 140m bush- 
els," said Mr William Bieder- 
man, grains analyst with 
Allendale, the Chicago-based 
consultant. That compares 
with the USDA's January 
projection that 155m bushels 
of soyabeans will remain in 
Store at the end of year. 


Coffee 

prices 

driven 

higher 


markets report 


By Peter John 

Coffee prices in London 
were driven higher by a 
severe shortage of stocks in 
New York which has encour- 
aged arbitrage between the 
US Arabics contract and tile 
UK Robnsta. 

Reports of * a national 
strike in Colombia bad 
sparked fundamental con- 
cerns. And roasters, the end 
users who have stayed away 
in the hope of Tower prices, 
have been caught out by 
baying from speculative 
funds and are now trying to 
get into a tight market. 

The London contract for 
May delivery rose $43, to 
$1,643 and dealers said the 
arbitrage against New York 
reached 89 cents. 

Cocoa remained on the 
sidelines with the March 
contract falling £15 to £844 
and the May contract slip- 
ping £13 to £869. 

While there are concerns 
about oversnpply from West 
Africa, cocoa has increas- 
ingly become a pare cur- 
rency play as the strength of 
sterling overrides the funda- 
mentals. 

London Metal Exchange 
constituents slipped in spite 

of inventory figures show- 
ing a downturn in stocks. 

Aluminium fell $38 to 
$1,547 daring late trading 
on profit-taking and liquida- 
tion of long positions by 
investment funds. 

Lead fell $18 to $644 and 
Nickel rose Initially on the 
larger than expected draw- 
down bnt closed $105 lower 
at $7,730. 

LME WJWSHOU8B STOCKS 7 

(As o< Thwsday^a ctajo) 

tOOOM • 

AiumMunr -&S25 to 925,650 
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COMMODITIES PRICES 


BASE METALS 

LONDON METAL EXCHANGE 

(Prices from A ma lg ama ted Metal Trading) 

■ ALUNTOUM, 89:7 PURITY ($ per lonm) 


Precious Metals continued 

■ GOLD COMEX (1 00 Tray ot; S/troy Qz.) 


GRAINS AND OIL SEEDS 

■ WHEAT LIFFE (E par tonna) 


SOFTS 

■ COCOA LIFFE (Eftonne) 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME (40.000tbs. cnntalbs) 


Cash 

Close 1525.5-6.5 1558-60 

Previous 1555-56 1587-88 

High/low 1608/1584 

AM Official 1541-42 1574-74.5 

Kart) close 1584-5 

Open to. 251,033 

Total daHy turnover 88,552 

■ ALUAPNHJM ALLOY (S pw tonrco) 

Close 1445-55 1475-80 

Previous 1470-80 1437-500 

Wghflow 1515/1495 

AM Official 1480-B5 1490-92 

Kerb dose 1490-5 

Open to. 5.455 

Total daily tumovar 2.328 

■ LEAD (S per tonne) 

Close 638.5-40.5 648-50 

Previous 648-50 658-60 

HlgMow 675A549 

AM Official 648-50 656-8.5 

Kerb dose 656-8 

Open to. 37.860 

Total dariy turnover 10.858 

■ MCKH- ft par tonne) 

Close 7700-10 7790-800 

Previous 7700-10 7700-600 

WeMow 7625 7H4Q/7880 

AM Official 7685-80 7775-80 

Kart) dose 7820-5 

Open to. 52.362 

Total daily bnvwer 12.439 

■ THf (5 par tonne) 

Close 5830-40 5005-10 

Previous 5820-30 5690-900 

High/low 5920/5855 

AM Official 5860-85 5950-55 

Kerb dose 5910-20 

Open to 15.408 

Total daily turnover 4.080 

■ ZWC, sp«dd Ngh grade ($ per tonne) 


3 inths 
1558-60 
1587-88 
1608/1584 
1574-74.5 
1584-5 


7790-000 

7700-800 

7840/7880 

7775-80 

7820-5 


5005-10 

5690-900 

5920/5855 

5950-55 

5910-20 


Closfl 

1154.5-55^ 

1175-6 

Prernous 

1156.5-58.5 

1176-78 

High/low 

1148 

1180/1168 

AM Official 

1153-54 

1174-75 

Kerb dose 


1173-5 

Open to 

87,637 


Total dafty turnover 

13,747 


■ COPPER, grade A (S per tonne) 

Close 

2365-70 

2220-2 

Previous 

2407-1? 

2229-30 

HlgMow 


224Q/2222 

AM Offlda) 

2395-96 

2235-37 

Kerb ck»a 


2232-3 

Open to. 

147,012 


Total riafly turnover 

40.445 

"" 


■ LME AM Official E/S me: 1.6403 

LME Closing OS rate; 1.6334 

Spot: 15*45 3 Rtfs 15416 G nte 15382 9 ate 16349 

■ UGH GRADE COPPHl (COMEX) 

SMI Day’s Dps 

price change Mgh Lm W U 

Fob 10720 -120 10820 10620 330 12 

Mar 70620 -7.75 70720 IOSCO 3237 242 

Apr 10180 -1.20 10L80 102.70 10 1.4 

May 10220 -1.10 10150 10120 395 72 

Jon 10150 -080 102.40 10240 80 8 

J d 10020 -1.00 10120 10020 54 42 

Total 42BS0fi 

PRECIOUS METALS 

■ LONDON BULLION MARKET 
(Prises suppled by N M R ot h schil d) 


5 price 
33820-33820 
399.70-340.00 
33885 
339.40 
34020-34029 

338.40-33870 


Cequfv SFr equhr 


208982 484.318 
206.448 488292 


i Gold Lmdfaig Rates (Vs USX) 

.-2-81 6 months 3.93 

...3.41 12 months 6.96 

.-3.66 


p/tray 02. 
30095 
305lQ5 
300.35 

mao 

S pice 

333-340 


US OS SQUhr. 
*93-50 
498.30 
SQ840 
517.75 



Salt 

Dayte 



Open 


Sett Day's 




Open 


sea 

DOT'S 


Open 


Sett Bey's 

Open 


price ebanga ffigb 

Nw 

M tot 


price change Up) 

Low 

Vd 

lilt 


price ebanga dpi 

lew Vd tot 


Mat change ffigh Law Vd 

tot 

Feb 

34 W 

-12 

3415 

340L1 

ijnt 3m 

Har 

91 JO -1.40 

91 JO 

91.30 

59 

1,153 

Mar 

845 

-14 

860 

844 760 26,637 

Feb 

64000+1575 84250 63475 £519 

7.487 

Hu 

341 J 

-12 

343.4 

3403 14J084 98396 

May 

9350 -ISO 

94J0 

,93.50 

560 

3268 

May 

868 

-14 

882 

865 4.547 27,632 

*t» 

65.650+0375 65975 65.450 9.922 

43.145 

Jon 

344.0 

-t.3 

345.0 

342.3 

1,393 23^04 

JH 

95.50 -1J0 

96.25 

.9550 

91 

578 

Jd 

B88 

-13 

896 

885 1,563 11.639 

Jm 

63.650 +4L22S 63.975 63450 1,732 

17J56 

Aog 

3414 

-f.3 

346.0 

345.0 

51 9^65 

sm 

90.75 -0.75 

9175 

0075 

15 

17 

Sep 

907 

-14 

916 

S05 773 14A28 

7N 

61425+1100 63775 63400 1J03 

17,741 

Oct 

348.8 

-1.4 

3415 

347.3 

115 3500 

w» 

9Z50 -1.00 

93.00 

9250 

149 

1573 

Dm 

922 

-15 

931 

921 1J63 11,652 

Oet 

60.675 +0.100 66.650 60.550 335 

11.M6 

Ok 

35 12 

-1.5 

351-2 

3500 

285 18583 

Jan 

94-50 -1.00 

95 JO 

9450 

64 

182 

Mk 

944 

-13 

955 

944 584 18,783 

u« 

68650+1125 8BL800 68600 275 

4J9I3 

Total 





17433194^53 

Total 




938 

8,796 

Total 




MJ83129JT7 

Total 

20JE7 102J9C 


■ PLATINUM NYMEXpO Troy QT^SAroyoz.) 

Apr 3582 -0.7 3802 357.0 1451 20246 

Jd 3602 -0.7 360.5 3592 22 3235 

Oct 3622 -0.7 3632 361.5 178 2273 

Jan 3652 -0.7 3622 362.0 2 1,110 

TUN 3263 27,164 

■ PALLADIUM NYMEX flOQ Troy oz^ S/Boy ozj 

Mar 137.10 -1.70 13920 134.30 1.646 7297 

Jun 138.10 -1.70 >40.00 13520 493 2260 

scp 139.15 -1.70 140.75 13820 75 440 

Dec 140.15 -1J5 14100 14320 53 46 

ToM 22B7 106*3 

■ SILVER COMEX (5200 Troy <gj Certsflroy cz.) 

Ml 4822 -122 4912 491.0 16 

Bar 4832 -122 496.0 4802 8.417 55259 

■ay 488.4 -12 2 500.0 4852 1225 14257 

JSf 4910 -122 504.0 490.0 287 9.164 

Sep 4972 -12.3 5080 4992 2D 3/E6 

Dec 504.4 -12.4 5142 5052 B3 5.174 

Total 10213 92215 


■ WHEAT C8T p.OOObu win: cente/BOfo bushel) 

Mar 36220 +920 38100 35120 8,131 25274 

May 35820 *8.00 360.50 35020 3.B86 11884 

Jd 344.75 *525 34520 33920 2216 26.192 

Sep 34820 +525 35020 34320 88 2,152 

DSC 35800 +5.00 35900 353.00 75 2208 

Har 33520 +120 35420 35420 3 29 

Total IAMB 79,125 

■ MAIZE CST (5200 bu min; cant3/50fc btalwl) 

Mar 27220 +02 Z7Z75 27120 18.182107286 
Hay Z7125 +025 271.75 27100 B.499 82207 

JM 269.75 +02 27000 26820 4.440 70262 

Sep 268.75 +1 266.75 26525 388 10294 

Dec 26820 +0.75 26825 26620 2283 46253 

Har 27325 +0.75 Z732S 27200 289 1304 

TOW 34^20324,103 

■ BARLEY LIFFE [E per tonne) 


■ COCOA CSCE {10 tonnes; S/tomes) 

■ LEAN HOGS CME (405008)8; certfs/lbs) 

•far 

1244 

-23 

12E5 

1242 4J43 11,265 


74550+1025 74550 74.125 1567 

4.1 B0 

Hay 

1282 

-21 

1299 

1281 3,861 29.7B3 

AW 

73.850+0550 73550 71050 3,763 

15524 

Jd 

1312 

-23 

1328 

1310 

504 15.475 

Am 

78900 +1475 78950 78050 1.795 

8356 

Sep 

1337 

-23 

1359 

1342 

210 9520 

M 

76.775+1275 77.000 78125 136 

1,895 

Me 

1367 

-17 

1375 

1367 

13 5JB6 

Aug 

73.700+1050 73.800 71225 230 

2.145 

Har 

1395 

-IB 

1399 

1395 

113 12526 

Oct 

67.000-0525 68950 68950 96 

1584 

TOW 





1530 89563 

Total 

7568 

34501 

■ COCOA (ICCO) (SDR'aAome) 


■ PORK BELLES CME HQJXXns cents/lbs) 

fob ID 



Price 

Prav. day 

Fab 

76525+0.075 78500 78525 1^12 

1.402 

Dariy — 



961.07 

98121 

Mar 

75.750+1550 75.900 74500 1^88 

2,447 







May 

78100-0550 78600 75.700 BOO 

3541 

■ COFFEE UFFE (S/tonna) 



Jd 

75550 -0250 78150 75300 117 

647 







Aog 

78025-1250 78700 73550 45 

502 

•far 

IKS 

+37 

1670 

1600 3581 14,709 

TcW 

3570 

8239 

Hay 

1643 

+43 

1880 

1615 3521 20219 





1662 +47 1690 1633 861 8203 

1667 *-47 1700 1655 154 1015 


92.00 

-1.00 


9250 

14 

254 

Nw 

1672 +47 1700 1675 16 1505 

92.75 

-1.00 

- 

- 

- 

142 

JH 

1673 +47 1685 1685 - 173 

9055 

-175 

- 

- 

- 

28 

Total 

8138 47524 

9255 

-0.75 

- 

- 

- 

283 

■ COFFEE "O' CSCE (37.5001b* conts/foe) 

94.25 

-are 

94.50 

94.50 

- 

22 







18 

729 

MV 

163,55 +490 16850 157.50 6.462 17,451 


ENERGY 

■ CRUDE 00, NYMEX (1.000 bands. S/bairefl 

Latest Day's Open 

price change Mgh Low Vol to 

■far 22A5 -am 2222 2225 55202 61905 

Apr 2118 -027 2140 2100 46.082 59.695 

Hay 2120 -008 2110 21.75 9203 34.419 

Jon 21.64 -029 21.80 21.50 7.023 33215 

Jd 21.33 -0.16 2125 2127 3.190 16205 

Ads 21-10 -0.17 21.10 21.00 1157 15.060 

Total 133222375234 

■ CRUDE OIL 1PE (S/barreQ 

Latest Day's Open 

price dange High Law VW to 

Mar 21.19 *026 2128 2125 15.448 29.836 

Apr 2176 - 20.96 2023 14.056 54282 

Hay 20.41 -0.02 2029 2132 2.160 21.990 

Jun 2029 -0.01 2029 2D.09 1.426 16225 

Jd 1927 - 19.9? 1827 198 11422 

Aug 19.70 +110 19.70 19.65 145 3.702 

TsW 

■ HEATING OIL NYMEX (41000 US gate-: CAB jalfa) 

Laud Days open 

price darns High Low W to 


■ SOYABEANS CUT ftOOODu mm, Iwdiefl 

Har 749.75 +9.75 751.00 73800 17,167 66208 

May 74820 -1100 749.75 73720 4289 40274 

Jd 74820 +9.00 74920 738.00 3271 35.758 

Aog 74320 +7.00 743.00 73420 239 5.62S 

Sep 715.75 +425 71600 711.00 157 1254 

Nov 695.00 +175 69520 68925 1334 17245 

ToM 78213 168772 

■ SOYABEAN OIL CBT 1,60 200 lbs: cems/lbl 

Mar 23.93 +0.06 2324 33.77 4.182 37273 

Hay 2427 +0.04 2429 24.15 1412 32.530 

Jd 24 64 +102 24.65 24.52 980 16.121 

Aug 24.77 +0.02 2420 24.68 14 3223 

Sep 24 90 +104 24.93 2425 24 2213 

Oct 25.05 +104 25.00 2500 36 853 

ToM 8273 B8JB8 

■ SOYABEAN MEAL CBT (100 Ions; S/ton) 

Mar 2411 +54 2415 2366 6,059 31.896 

Hay 2362 +4.9 236.3 231.3 1170 23.864 

Jd 2342 +4.8 234.5 229.5 1.115 20.865 

Aug 231 J +4.7 2315 227.3 158 1636 

Sep 227.5 +45 227.0 222.8 39 1916 

Oct 2110 +13 2115 215.7 29 1.090 

ToM 11051 B7j434 

■ POTATOES UFFE (E/tome) 


May 15755 +3.10 15925 153.00 6563 14. HE 

Jul 15105 -355 15525 150.00 l.DOl 5574 

Sep 14820 +250 150.00 14100 374 3545 

Dbc 14185 +185 144.90 140.75 231 2276 

Har 136.00 +135 141 00 136.00 16 591 

Total 1LS7B 44JEB 

■ COFFEE (ICO) (US centB/pqumfl 

U 10 Pro*, day 

Comp, dafly - 11150 114.74 

15 day average 110.38 10112 


■ WHITE SUGAR LIFFE <5/lonne>) 


Mar 

61.85 

+009 

6225 

61.10 23.935 38626 

Mar 

55.0 

+2.0 

_ 

_ 


_ 

Ate 

S8S5 

-033 

60.10 

59.00 12.716 19309 

Apr 

59.0 

+10 

■MO 

500 

27 

1.110 

May 

57.90 

-033 

5845 

57.45 

3.458 8.564 

Bay 

660 

+18 

640 

640 


136 

Jin 

56JJ0 

-133 

57.45 

5870 

1.W8 7.163 

Jun 

75.0 

+2.0 

-V 

_ 

- 

_ 

Jd 

56 50 

-028 

5705 

56.35 

1376 5.001 

Km 

650 

_ 

_ 

_ 


2 

Aog 

5890 

-0.16 

573$ 

56.70 

424 3.48/ 

Apr 

1130 

-1.0 

113.0 

1120 

3 

606 

Total 





48835 9*757 

Tutor 





7 

1,854 

■ GAS OIL IPE (Stow) 



M FREIGHT (BIFFEX) UFFE (SI O/index point) 


Sen 

Days 



Opw 

Fob 

1510 

+10 

ISIS 

1505 

50 

355 


price change Wgh 

Lew 

vm id 

Mar 

1565 

+6 

1573 

1564 

55 

552 


■tor 

308.) 

+45 

3083 

3009 

2 .374 3 313 

Hay 

303.6 

+30 

304.0 

299 7 1,460 10J91Z 


303.9 

+3.0 

3040 

3010 

308 3.136 

Oct 

299-5 

+19 

298.1 

2980 

111 2.436 

Dec 

2996 

+2.1 

296 5 

297 0 

50 665 

Har 

300 4 

*33 

2999 

299.9 

20 403 

Total 





4(323 2D014 

■ SUGAR "11' CSCE (1 l^.OOOJbs; cents/lbe) 

Har 

10 63 

*H2 

10.65 

10.47 9402 52J72 

Ifay 

1088 

+115 

10.70 

10.48 3.789 38,804 

Jd 

10 53 

+115 

1157 

10 35 

68S 27088 

Od 

10.43 

+113 

10 50 

1033 

268 19.552 

Mar 

1146 

+010 

10.50 

1005 

471 7050 

■toy 

10.48 

+0 10 

10 43 

10.43 

22 1,133 

Total 




14022147009 

H COTTON NYCE (SlOODlbs; centetosj 

Mar 

73 SS 

-0 73 

7440 

7140 8622 17,782 

«fay 

75.37 

-0.71 

7505 

7506 4.011 21.567 

Jd 

7835 

-0.70 

7665 

7820 

807 9079 

Oct 

76.40 

-170 

76.B5 

78.40 

30 1061 

Dec 

7700 

-O.l I 

7895 

7830 1,047 12023 

Mar 

7792 

-0.16 

77.75 

7705 

73 7G3 


Fab 13250 +425 19400 19125 5.D7D 11072 

Mar 18175 +150 164.75 18125 9.140 17.891 

Apr 18100 +1.75 18100 17125 3279 8523 

May 17820 +150 17925 177m 462 4 588 

Job 177.75 +125 17125 1772S 224 8225 

Jd 17823 +1.50 17150 1792S 67 1971 

Total 17500 64031 

■ NATURAL GAS HYMEX (IlflOQ mrtftr; StonBfej 

Latest Day's Open 

pries dongs Htgl] Low VM U 

Mar 1205 +4MB8 £215 2140 15.007 31.516 

Apr 2140 +1033 2150 2090 6247 20757 

May 10* +0538 2095 2045 2773 14285 

Jun 2070 +0/320 2000 2040 847 9513 

JH 2060+1030 2080 2040 390 9.133 

tag 2080+1025 2080 2045 335 7-640 

ToM SWTS 15ABM 

■ UNLEADS) GASOLINE 
HYMEX (42000 US galB.; PUS gatej 


1565 +1 1580 1560 7? 1.148 

1305 +1 1312 1305 18 S97 

1420 -10 1435 1420 13 203 

1420 -10 1420 1420 10 50 

214 1905 


Latest Day's 
pries change 

5410 +157 
6525 +029 
55.65 +0.14 
64.70 +009 
6320 -021 
61.80 +0.09 


Opes 

Ugh Low Vd lei 

6440 6115 20226 29,040 
£620 65-40 10.3*1 20,001 
fi6t» B&30 4JB4 13.374 
6500 6435 1.553 7345 
6330 63.10 275 4.608 

81. SO 61.75 277 4,039 

37,402 81211 


SR 1434 


FUTURES DATA 

AH futures data supplied by CMS. 


There was improved general demand this 
week reports the Tea Broken Association. 
Landed brighter Kenya and Burundi teas 
met strong competition and prices appreci- 
ated. Medians also came to a good mar* 
tot and prices advanced 2 to 3 penos/kg. 
Ceytons sold wd ttfpstisfly better Squar- 
ing invoices which gamed substantially. 
Offshore there was good demand at firm 
rates. Quotations: Lamed: Best ovaUabte 
I71p/kg. Good 125pfltg. Good medium 
117p/kg. Medium I07p/kg. Low medium 
9<3p nom. The highest price realised this 
week was 171 p/kg for a Eknindi. 


Total 12384 83.753 

■ PRANCE JUICE NYCE (15.000to: cams/lte) 

Mar 7190 -175 81.00 7100 2.821 10.560 

May B3.15 -0.75 84.40 8120 1.403 8.158 

Jd 6640 -065 87.50 8850 498 3.411 

Sep 89.40 -0.70 90.10 8110 187 2283 

Km 91.00 -190 9100 90.00 156 599 

Jan 9160 -0.90 63.70 9150 5 195 

Total 5271 25429 


VOLUME DATA 

Open interest and Vokme date shown for 
contracts traded on COMEX. NYMEX. CBT, 
NYCE. CME CSCE and ire Crude Oil are 
ono day in arrears. Volume 8 Open Interest 
lotos are tor an traded months. 


INDICES 

■ Reuters (Base: 18/B/31 = 100) 

Fab 11 Feb 10 month ago year ago 
135 4.8 1357.1 1000.0 2143.4 

■ CRB Futures (Bag 1967 q 100) 

Fab 10 Fab 7 month age year age 

237 JO 236.75 

■ GSQ Spot (Base: 1970 a 100) 

Feb 10 Foh 7 month age year ago 
195.09 194.71 210.04 132.40 


LONDON TRADED OPTIONS 

Strike price S tonne — Ode — — Puts — 

■ ALUMINIUM 

(99.7%) LME Me Jin Mv Jui 

1500 45 88 15 36 

1550 20 61 40 57 

1600 7 A0 77 86 

■ COPPER 

(Grade A) LME Mar Jun Mar Jun 

2150 — .... 127 101 7 S3 

2200 87 78 18 109 

2250 55 59 36 140 

■ COFFEE UFFE M or May Mar May 

1500 129 107 4 44 

1550 87 154 12 61 

1600 51 124 26 61 

■ COCOA UFFE Mar May Mar May 

B50 7 34 12 16 

875 1 22 31 29 

900 - 14 55 46 

■ BRENT CRUDE 

IPE Mar Apr Mar Apr 

2050 74 

2100 8 

2150 - — .... 

LONDON SPOT MARKETS 

■ CRUDE OIL FOB (per barrel) +or- 

Dubai S1B.05-9.20w +0X55 

Brent Blond (doled) S2124-126 +0.54 

Brent Blend (Man S2l.14-1.16 *0.49 

W.T.L S22.32-2.35w +149 

■ OB- PRODUCTS MNE prompt fleOvery OF (tonne) 


Apr Mar Apr 
74 

6 


Premium GnsoHne 

Gas 08 

Heavy Fuel OB 

Naphtha 

Jet fuel 

Diesel 


$216-218 

$169-191 

S93-05 

$220-232 

S21 0-211 
$ 200-202 


■ NATURAL GAS (Pence/mem) 


Bocton (Mart 11.S6-11.60 -<L6 

Pmuum Aigux Tel. London <01711 399 B7K 
m OTHER 

Gold (par troy cz)A 

S338.65 

-2M 

Silver (per trey ozpt 

490.00c 

-4.60 

Platinum (per Cray azj 

S3S4JZ5 

+1.7H 

Palladium (per woy oz.) 

SI 35.25 

+1.00 

Copper 

114.0c 

-1.0 

Lead (US prod.) 

45.00c 


Tin (Kuala Lumpur] 

14J1 r 


Tin (New York) 

27200 

-1.0a 

Cattle (Bve weight) 

ia?.76p 

-1.38* 

Sheep (Tne weight) 

141 03p 

■056 - 

Pigs dive vreigwrr 

76.99p 

+3.18* 

Lon. day sugar (raw) 

S256O0 

-220 

Lon. day sugar (arte) 

S30500 

-120 

Barley (Eng. feed) 

Unq 


Maize (US No3 Yeflow) 

Unq 


Wheat (US Dmx North] 

Unq 


Rubber (Feb)V 

77.7Sp 


Rubber (Mar)f 

77.750 


Rubber (KLRSSNoT) 

302 Ox 


Coconut OB {Rd)§ 

780.0y 

♦5h 

Pam OB (Malay.)# 

585.0 

+2.5 

Copra (PhUJ§ 

S497.Sy 


Soyabuna (US) 

205.0* 

-1.0 

Cation Outkuk'A' index 

80.65 


WaoHops (60s Super) 

395p 

-5 


E par Mm intau omretoa owed p ponctriq. c nttb 
r rtxg^Ag- ^ Mjfctyam cortbA^. Febrticrf 

Vendor) PhyalHt. § Cf FWnnlm. f Bdfai marfat dow * 
Cmnga oi «* tfbeea at <uhi maa of piga mu. 



CROSSWORD 

No.9,298 Set by CINEPHILE 



ACROSS 

i Dotty sort of cloak? (6) 

4 Set one to look back and go 
on doing well (42,2) 

10 Spread the unfinished 
exclamation of surprise (7) 

H Seed to put in the garage? 
(7) 

12, 27 Driving insane's way to 
change gear (4,4) 

13, 15 Know what's wrong 
with English? Without 
deserving actors it’s a 
romantic ruin (10,6) 

16 The snag could be an iced 
drink (7) 

20 Friday's child gives a shud- 
der (7) 

21, 7 Cursed fellow who drags 
a scene of executions (6,5) 

24 Marlborough's battle with 
tartar, apply whisky round 
it (10) 

26 False start to hair wash (4) 

28 Fool, for example, with 
first-class weapon (7) 

29 Language that isn't heard 
badly in the hillside (7) . 

30 Family story? (8) - 

31 Time to add salt and pep- 
per (6) 


DOWN 

t Stop one concentrating in 
the region of the princess 
(81 

2 Duck at sea? The solution 
lies in amalgamation (9) 

3 Points we hadn’t heard 
before (4) 


5 Carrying the part of 
Patience in televised' ver- 
sion (8) 

6 Blooming blue shellfish (ICO 

7 See 21 

8 Son] turned spy to revolu- 
tionary (6) 

9 Piece of paper on the bed 
(5) 

14 Escape withont punish- . 
ment t one will be beam- 
ing (10) 

17, 18 Febrffacdenl brought by 
a workman to the French 
doctors at a South Ameri- 
can city (9.8) 

19 Diminutive song of praise 
about young Grand Mas- 
ter's openings (8) 

22 Monkey .with tune " and ' 

spoil it? (6i _ " 

23 Bowler's race (5) . 

25 Cleaner up of Lloyd's, tn a 
mess when - Unskilled 
worker left (5) . - ~ ‘ 

27 See 32 

• Solution b£ 97 ^ -rr - - 
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LONDON STOCK EXCHANGE 


Footsie struggles to hold above 4,300 level 



MARKET REPORT 


Bey Steve Thompson, 

UK Stock Market Editor 

Sterling’s latest show of strength 
kept the shackles on the UK 
equity market yesterday, mostly 
choking off support for the big 
overseas earners. 

But the supply of features - 
notably Unilever - proved more 
than sufficient to keep the FTSE 
100 bobbing around the 4.300 
level for much of the session, 
although that level was lost on a 
number of occasions during the 
day. 

The main influence in the 
stock market was sterling's con- 


tinuing steep rise. It moved up 
LX per cent against the Bank of 
En glan d's basket of leading cur- 
rencies, but a substantial 1.5 per 
cent against the D-Mark. 

The rise in the pound did help 
the gilts market, which in turn 
lent some support to equities. 
But most dealers pointed to the 
recent steady stream of sterling- 
induced profit warnings which 
they said posed a considerable 
threat to sentiment. 

Wall Street's overnight perfor- 
mance, when the Dow Jones 
Industrial Average fell 49 points, 
contributed to London's hesitant 
trend. The Dow kicked off in 
good form at the outset yester- 
day, and showed a 33-point gain 


as trading in London drew to a 
dose. 

Observers said sentiment in 
London could well take another 
dent if, as expected, the Bank of 
England's Quarterly Bulletin and 
Inflation Report, out today, ech- 
oes the recent request from Mr 
Eddie George, the bank's gover- 
nor, for a rise in interest rates. 
Recent reports said the Treasury 
had joined the chorus calling for 
higher rates. 

The Bank report will be accom- 
panied by unemployment figures 
for January and underlying aver- 
age earnings for December and 
unit wage costs for the December 
quarter. Tomorrow brings official 
inflation data for January. 


Unilever stole the honours in a 
generally busy day for corporate 
news, its shares capturing a new 
record after well-received prelimi- 
nary results and surprise news 
that it is selling its four special- 
tty chemicals divisions. 

The disposal story alerted the 
attention of Investors keen to 
anticipate Unilever's next corpo- 
rate move, which some saw as a 
predatory attempt against one of 
the other big UK food groups. 

The FTSE l&Q managed to close 
above- the 4,300 level, finally set- 
tling a net 3.4 easier at 4^04.3. At 
its best of the day. in mid- 
morning the index posted a 3 
point gain. It later fell away to 
post an l&S decline at 4^288.9, as 


•apGO'- 


sterling's ascent began to 
unner ve dealers. 

The FTSE 250 finished only a 
shade above the session low, 
eventually closing 10.1 down at 
4,586.6. The FTSE SmallCap 
maintained Its winning run. edg- 
ing up 0-3 more to an all-time 
closing record of 2326.6, after an 
intra-day peak of 2326.7. 

Turnover picked up substan- 
tially. and reached 997m shares 
at the 6pm cut-off point, the high- 
est daily total since January 22, 
when the total just topped the 
lbn-mark. 

Yesterday’s figure was boosted 
by two institutions selling their 
holdings in Clyde Petroleum into 
the market 
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Unilever 
hits new 
record 


Anglo-Dutch consumer 
products giant Unilever was 
the star performer of the 
day, cruising into pole posi- 
tion among the Footsie 100 
best performers after it 
revealed plans to sell its spe- 
ciality chemicals division. 

Analysts had suggested 
the sale but not even they 
had anticipated the speed 
with which the group would 
announce the move. Special- 
ists predict the disposal 
could generate around £4bn 
and speculation that tbe pro- 
ceeds may be used to fund 
an acquisition sent shares in 
several UK listed companies 
soaring. 

The news of the sale came 
as Unilever posted full-year 
figures at the top end of 
expectations. Shares in the 
group rose by more than 5 
per cent as they jumped 78% 
to l,471%p, a record high for 
the stock. Heavy trading 
brought volume of 11 m, just 
shy of its hlghest-ever daily 
total 

Analysts moved to 
upgrade profit expectations, 
incl uding Ms Sally Janes at 
Credit Lyonnais Laing who 
raised her current year fore- 
cast to £2.8hn. She said: "At 
long last the company seems 
to be taking a pro-active 
approach to the business 
which will deliver more 
value.” She remains a buyer 
of the shares. 

But Mr Carl Short at SGST 


took the opposite view. He 
urged investors to “sell into 
strength” because of the 
“underlying weakness in the 
European business which 
still accounts for 50 per cent 
of group profits". 

International news and 
information giant Renters 
Holdings surrendered 16 to 
626p, after it warned that 
changes in its price struc- 
ture would make it difficult 
to better the underlying rev- 
enue growth rate achieved 
last year. 

The warning took the 
shine off a 17 per cent rise in 
full-year profits to £701m and 
a 20 per cent rise in the total 
dividend to ll.75p. 

Henderson Crosthwalte, 
once regarded as the big 
bulls of Reuters turned cold 
on the stock and yesterday 
advised clients on a cross- 
sector switch out of Reuters 
and into Vodafone Group, 
the mobile telephones com- 
pany. 

Analyst Mr Brian Newman 
said: “The (Reuters) share 
price has adjusted to lower 
growth prospects and we are 
recommending high perfor- 
mance funds switch to Voda- 
fone where earnings are 
increasing by 20 per cent 
compound.” Shares in Voda- 
fone eased 2 to 285%p. 

A steep share price foil on 
Monday for Dutch cable 
leader NFK washed over on 
to the UK sector with BICC 
and Delta both displaying 
marked weakness. 

NFK was concerned about 
soft product prices in Ger- 
many which bad fallen “for 
below realistic cost levels". 
This news was compounded 
by suggestions of copper 
price strength from the Lon- 


don Metal Exchange where 
the latest figures for copper 
stocks were for lower than 
expected. BICC retreated 9 to 
270p and Delta 14 to 352V«p. 

Eurotherm came off 10 to 
473Vip following an AGM 
warning about currency 
pressures and Electrocompo- 
nents dipped 23 V* to 425% p 
after an earnings downgrade 
from a leading broker. 

Reports that the RAF 
wants to cut back its order 
for Future Large Aircraft 
pushed British Aerospace 
sharply lower. BAe has a 
stake in LAF wing produc- 
tion, and the shares ca me off 
28 to 225ttp. 

Tobacco and financial ser- 
vices giant BAT Industries 
shot forward in late trading, 
closing more than 4 per cent 
higher in the second heavi- 
est volume this year. 

There were no specific sto- 
ries. Analysts' guesses 
ranged from extended corpo- 


rate activity in the insur- 
ance sector following the 
bidding war for Scottish 
Amicable (BAT owns Eagle 
Star) to the prospect of posi- 
tive news on US tobacco liti- 
gation. Tbe shares jumped 21 
to 535 Vip in 12m traded. 

Oil leaders led the market 
down with BP, Lasmo and 
Enterprise making up the 
bottom three stocks in the 
Footsie rankings. 

BP disappointed with final 
quarter results at the low 
end of broker estimates and 
Lasmo fell in sympathy with 
exploration livid Enterprise, 
following the latter's recent 
downgrade from “hold” to 
“reduce" by Merrill Lynch. 

Overhanging the sector as 
a whole was a weak oil price 
and a rampant sterling, a 
combination which in recent 
days has exacerbated inves- 
tor worries about a two-way 
squeeze for the sector's dol- 
lar accounting- 


FT 30 INDEX 

Feb 11 Fob 10 Feb 7 Fob 6 Feb 5 Yr ago High 


Tow 


FT 90 2839.5 2839-9 2842.4 2826.7 2845.8 274a 7 288&2 28608 

Ord. <fi>. yMd 4.07 4.08 4X17 4.10 4.07 3.81 422 3-76 

P/E ratio net 17.51 17.47 17.48 17.38 17.51 1096 17.55 15J90 

P/E ratio n I 17.34 17.30 17.31 1751 17.34 1075 17.38 15.71 

FT 30 since conptasxn: Ngh 2B85P 10/04/98: tow 2&DBMX Bran OHS 1/7/30. 


FT 30 hourly changes 

Open 0JOO 10.00 1180 1280 1&00 14 j00 15jOO 1000 


tfigh Low 


2834.4 28420 28519 2847.8 28301 28404 28308 28353 2839.7 28524 2834.1 
Fob 11 Feb 10 Feb 7 Feb 6 Fob 5 Yr ago 


SEAQ bargains 40221 52,854 40839 

Equity turnover (Emit - 843.6 801.1 

Equity bargatmt - 17,820 10566 

Shares traded (m&t - 525.3 247.3 

ffi cefadng ntra-mwM and onaseas turnover. 


44.318 40900 31.785 

729.2 6807 2064.8 

14.960 18,829 37.247 

2605 2722 759.1 


Feb It Fab 10 Feb 7 Fob 6 Feb 5 Yr 'High Tow 
FTSE AIM 11204 11334 1138.1 1130.7 11270 10440 11404 965.7 

© FTSE I mm aBo nd Limited 1997. Al rights mcarved. -For 1996/97. 


■ London market data 


Rbws end faH* 
Total Rises 

507 | 

52 Week highs end town 

Total Higtm 170 

UFFE EquRy options 
Total contracts 51,821 

Total Fate 

500 

Total Lawn 28 

Cads 

23431 

Same 

1.403 1 


Puts 

23.390 


Feb 11 Data based an Equity shares Bated on the London Share Service. 


Need facts 
figures in 

a hurry? 


We can track down the 
information you need 

Competitors 


Markets 


Customers 



We are 





Background 
Research 


used to 
satisfying 
difficult 
requests in 
a hurry. Why 
not prepare 
yourself for such an 
occasion by requesting 
full details of our services 
today? Alternatively, if you 
think you may need us now, 
fax over your request for a 
cost estimate without 


If you would like to receive farther information on the FT BRC, please complete the coupon 
I below and tiribcrlaxil Of send incus. Pfease attach your business card if you prefen 

I 


Name 

Position 


| Organisation 

I 


Address 


I 

I 

I Country 

I 


Tel 


Fax 


I 
I 

| Return this coupon to Hick Aldrich, FT Business Research Centra, Hnanda! 

■ Times Information, Htzroy House, 13-17 Epworth Street, London EC2A 4DL 
jjefc +44 (0)171 256 5130 fox: +44 (0)171 256 5182 j 


obligation. 



FT 


[FINANCIAL TIMES. 

Information 


BP'S annual numbers spar- 
kled but the market homed 
in on what, from any angle, 
looked a dull out-turn for the 
fourth quarter and the 
shares came off 27 to G94p in 
21 m traded. 

Lasmo fell 12 to 242p and 
Enterprise lost 24 to 648'Ap. 
Merrill Lynch feels that 
Enterprise's valuation of a 
45 per cent premium to net 
asset base is “slightly 
stretched” with oil price 
weakness expected to linger 
on weff into the spring. 

Clyde Petroleum, under 
siege from Gulf Canada, was 
unchanged at Z19p in 85m 
traded after two institutional 
shareholders took profits on 
a 20 per cent stake. 

The prospect of a £4bn war 
chest at Unilever excited the 
market, prompting a wave of 
speculation in several lead- 
ing issues. Likely targets 
were said to include Reckrtt 
& Colman where the shares 
surged 12 % to 496p. One ana- 
lyst said: “This is a company 
with strong brands and a 
good position in many 
emerging mar kets bo 1 can 
see the attraction to Uni- 
lever.” Cadbury Schweppes, 
appreciated 5 to 48Sp on the 
same Speculation- 

Market talk suggested 
Associated British Foods 
may be looking to use some 
of Its cash pile through the 
purchase of Unilever’s 
starch business. Shares in 
the group gained 15 to 496p. 

News that National 
Express could be about to 
win its fourth rail franchise 
ran the shares up 9 to 564 Vip. 
The company has been nom- 
inated the preferred bidder 
for Sco trail. Stagecoach and 
FirstBus, both of which were 
in the running for Sco trail, 
came off 9Vi to 724p and 2 to 
24T/fP respectively. 

Telecoms stocks mostly 
moved up against the broad 
market trend, notably Cable 
& Wireless which rose 12% 
to 496p. 


The defensive qualities of 
the drinks business put on a 
show of strength. Allied 
Domecq surged in spite of a 
downbeat annual meeting 
statement and there were 
strong gains among the 
brewing majors. 

There were no nasty sur- 
prises at the Allied AGM so 
the market took news of 
slow sales and the prospect 
of a £2Qm currency hit this 
year in its stride. There was 
talk of modest earnings 
downgrades. Merrill Lynch 
looked set to cut back by 
£7zn to £610m for this year. 
But backed by a 7 per cent 
yield, the shares gained 13% 
to 428%p. 

Elsewhere in the drinks 
sector, Whitbread was 13% 
better at 800 Vip. Bass gained 
13 to 860p and Scottish and 
Newcastle put on 6V1 to 
681%. 
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Paris explores situations, bourses mixed 


rally attempt 
fizzles out 


EUROPE 


French.msurers 


AMERICAS 


An early attempt by 
technology shares to 
rebound from Monday’s deep 
losses ran out of steam by 
midsession leaving shares 
mostly Oat, writes Lisa Bran- 
sten in New York. 

The Nasdaq composite 
jumped nearly 10 points at 
the opening, but by early 
afternoon it had fallen in 
into negative territory. Near 
l pm, the Nasdaq was 4.10 
lower at 1,331.24 and the 
Pacific Stock Exchange tech- 
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nology index was off 0.4 per 
cent 

Cisco Systems, the com- 
puter networking company 
that was among the hardest 
hit companies on Monday, 
regained $2 at $60, making it 
the only one of the Nasdaq’s 
three largest companies to 
post a gain. Intel was $'A 
lower at $151 V* and Microsoft 
shed $1£ at $96ft. 

3Com - the computer net- 
working company that 
sparked Monday’s slide by 
warning that it expected 
profits in the current quarter 
to be below expectations - 
recovered $% of the $13% 


shed on Monday, bringing 
the shares to $38. 

The Dow Jones Industrial 
Average was also off its ses- 
sion highs by midday, but It 
managed to remain in posi- 
tive territory. At 1pm the 
blue-chip index was 8.47 
stronger at 6.816.01 while the 
Standard & Poor’s 500 
Slipped 0.34 at 785.09. NYSE 
vol ume was m shares. 

Westinghouse, the only 
company in the Dow to put 
out earnings yesterday, 
advanced $% or 4 per cent to 
$18% after reporting fourth- 
quarter operating earnings 
that were slightly better 
than analysts had expected. 

Time Warner jumped $1% 
or 3 per cent at $40% after 
reporting a smaller-than -ex- 
pected loss for the fourth 
quarter. The giant put 
its quarterly loss at 3 cents 
per share, about 8 cents less 
than analysts had expected. 

Motorola slid $3% or 6 per 
cent to $63%, in part because 
of a warning put out by 
Ericsson, its Swedish com- 
petitor, that it believed there 
would be continued pricing 
pressures in the telecommu- 
nications sector. American 
depositary receipts of Erics- 
son slipped $1% or 5 per cent 
to $32%. 

TORONTO was in positive 
territory at midsession, 
helped by a strong perfor- 
mance by the banking sector 
after Goldman Sachs raised 
its rating on five of the 
so-called big six banks. 

The TSE-300 composite 
index was 31.93 higher by 
midsession at 6,113.20 in 
hefty volume of 53.8m 
shares. The Kanka and unit 
trusts index jumped 2.5 per 
cent on news of the ratings 
upgrades. Royal B ank of 
Canada led the charge with 
a rise of C$1.45 to C$54.70. off 
an early high of C$55.30. 


A wavering Dow had firmed 
by the end of the European 
day, bond futures had 
peaked and the dollar was 
over DM1.67 again; some 
bourses liked that, but oth- 
ers were mindful of the 
weakness in US equities in 
Tuesday’s afternoon session. 

PARIS waited for Wall 
Street, then fell anyway, the 
CAC 40 index closing 1328 
lower at 2AB2.09. Among the 
Mg sector indices, financials 
and industrials were flat, 
oils were weak again, and it 
was left to individual situa- 
tions to bring some charac- 
ter into the day’s business. 

In finanwaia , merger spec- 
ulation moved from banks to 
insurers where GAN put on 
FFr7.10 or 6.8 per cent at 
FFr112.10: AGF, regarded by 
some as a potential suitor 
for GAN, and by others as a 
target for a bigger predator, 
itself rose FFr9 or 5 per cent 
to FFr189. 

In industrials. Dassault 
Systemes rocketed by 13.2 
per cent, the company, a spe- 
cialist in computer-assisted 
design and manufacturing, 
gaining FFr40 at FFr343 
after it reported a 55 per cent 
jump in 1996 net income. 
Meanwhile, the computer 
systems house. Cap Gemini, 
said again that it would 
envisage selling its 36 per 
cent holding in its 01 si affili- 
ate, a systems integration 
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and outsourcing combine, 
and rose FFr1420 or 42 per 
cent to FFr310. 

FRANKFURT took a stab 
at the 3200 level, peaked 
intra-day at 3,197.88 and 
closed with the Dax index 
5.73 highw at a new all-time 
high of 3,191.45, up 5.73. 
Turnover, reflecting the pre- 
i-pnton holiday, eased a gain , 
from DMll-3bn to DMlO.lbn. 

Reflecting the dollar, and 
individual recommendations, 
carmakers were among the 
day’s winners with BMW up 
DM31 or 2.8 per cent at 
DM1,126 and Porsche preis 
another DM55 or 3.1 per cent 
higher at DM1,830 - the lat- 
ter after Mr Chris Will at 
Lehman Brothers, a recently 
consistent bull of the stock, 
raised his price target to 
DM3,000 by mid- 1998. 


Companies in the news 
were not so fortunate. Sobe- 
ring produced a bettsr-than- 
expected 46 per cent gain in 
1996 net profits, but after a 
positive response in early 
trading the pharmaceuticals 
group subsided to close 10 
pfg lower at DM144.30; on 
the floor. Linotype-Hell, cur- 
rently restructuring as it 
shifts its focus from newspa- 
per printing to professional 
graphics industry machin- 
ery, fell DM3 to DM122 after 
a bigger operating loss in 
1998. 

ZURICH overcame midday 
weakness to close at a ninth 
consecutive all-time high, 
lifted by heavy demand far 
Novartis as the company 
prepared for the imminent 
spin-off of its Ciha Speciality 
Chemicals subsidiary. 

The SMI index rose UL91 
to 4,408.4, extending its 
advance since the start of 
the year to 112 per cent. 

Novartis jumped SFr40 to 
SFr 1,742 on foreign and 
domestic demand following 
recent brokets’ recommenda- 
tions. Roche certificates ran 
into profit-taking, losing 
SFr60 to SFr 12275. 

Alusuisse fell SFrS to 
SFr 1201 after an 8 per cent 
rise in 1996 net profit failed 
to live up to some expecta- 
tions. 

SMH, under pressure in 
recent sessions, dipped to a 
low of SFr930 but picked up 
to close SFrll weaker at 
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SFr952 as Investors digested which produced a 33 per cent 
deriining 1S96 Swiss watch jump in profits hut talked 
export figures a state- about pricing 


meat from the company say- 
ing that US watch sales rose 
sharply in 1995 and 1996, 
contradicting a local newspa- 
per report that they had 
feUen. 

AMSTERDAM cleared the 
700-mark briefly, and the 
AEX was still at an all-time 
high as it closed 3.88 better 
at 698.72. Unilever accounted 
tor the bulk of the day’s 
gain, the certificates closing 
tl 17.90 or 5.7 per cent higher 
at FI 331.30 after fourth- 
quarter profits came out at 
the top mid of analysts’ fore- 
casts ranging from FI 889ro 
to FI 1.15bn. 

Anticipation of the results 
season was mixed. Polygram 
gained FI 3.70 to FI 83.30 
ahead of figures today but 
its parent. Philips, lost 
31 1.10 at FI 73.60 in advance 
of tomorrow's results, on 
speculation about further 
restru cturin g provisions. 

STOCKHOLM, in contrast, 
was andermined by Ericsson 


telecoms products. Ericsson 
Bs last SKT4 at SKr348 and, 
in spite of gains in forestries 
and in Astra, the AffSrs- 
vSrlden General index fell 
2.0 to 2,644-5. 

HELSINKI peaked again 
with the Hex index up 15.54 
at 2,837.45. Forestry stocks 
rose 2.7 par cent gain after 
notice of a paper price 
increase. 

The mobile phone maker, 
Beoefon, leapt EM8J50 or 10.8 
per cent to FM87 on talk feat 
it would soon launch its first 
GSM (Global System for 

Mobile Communication) 
handset; and the retailer and 
wholesaler. Sentra, added a 
23 per cent gain to Monday's 
63 per cent advance, closing 
FM60 higher at FM320 on its 
involvement in Kesko's 
reshaping- 

However, the confection- 
ery and packaging group, 
Huhtamaki, fell FM6 to 
FM218 on lower-than- 
expected 1896 earnings. 


ATHENS added to Mon- 
day’s 2-8 par cent jumpwith 
another of 2 per cent on 
heavy demand from increas- 
ing numbers of foreign and 
domestic investors. 

Analysts noted that the ' 
general index, up. 28.96 at 
1,244-59. had broken through 
strong resistance ati^OQ. 
points on Monday. Some., 
forecast that the new resis-: 
tance level of 1,270-1,800 
could be tested later In fee . 
week. 

The upbeat mood had been 
attributed to lower than 
expected January, inflation 
data and falling interest 
rates. Investors were also 
said to be shifting their 
attention from large-caps 
and rallying blue chips into 
smaller cap stocks. 

Traders noted continued 
strong demand for Invest-' 
meat and leasing stoc&s, 
which traditionally per- 
fanned wall In fee first quar- 
ter of the year since they 
were among fee first compa- 
nies to distribute-- dii 
Leasing shares ji 
per catf and feed: 
sector, gained _1.7; . 
while banks led ‘t 
with a rise of 8.3 per csnt^\A 

MOSCOW roipaiited^iq ; 
record-breaking form/With. ' 
the RTS-24 index -ristog^. 
a p/rfhflr 7.7 to 3I2JS0 . 

turnover of. $50m_ 4^ _ 
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Hong Kong drops 1.4%, Taipei sets six-year hi 
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ASIA PACIFIC 


Mexico City recovers 


MEXICO CITY recovered 
from an early slide as for- 
eign bargain hunters stepped 
into the market following its 
recent slide. The IPC index 
was 28.75 higher by midses- 
sion at 3,707.88 in heavy 
volume. 

One analyst attributed the 
recovery to expectations of 
further cuts in primary 
interest rates at fee Trea- 
sury bill auction later in the 
day. Primary rates were still 
expected to fall, he said, 
adding that foreigners were 
investing in fee money mar- 


ket and demand could 
increase substantially. 

Telmex L shares pared an 
early loss of 32 centavos, to 
trade 18 centavos weaker at 
14.66 pesos in response to 
disappointing 1996 earnings. 

Among the day’s best per- 
formers, Vitro, the glass- 
maker. jumped 80 centavos 
to 19.90 pesos. 

BUENOS AIRES pushed 
ahead, supported by 
strength in the bond market, 
and by midsession the Mer- 
val index was 352 higher at 
711.08. 


S Africa shares off highs 


Johannesburg ended 
slightly firmer, hut well off 
its best, held back by a weak 
rand which reacted poorly 
to comments from the cen- 
tral bank governor. Mr 
Chris Stals. 

The rand slumped more 
than 5 cents against the dol- 
lar after Mr Stals said the 
currency's recent rally to six 
-and-a-half-montb highs 
could have been a slight 
over-adjustment. 

More upbeat, however, 
was Mr State's comment 
that interest rates might be 
cat towards fee end of fee 
year. He added that the 1996 
current account deficit 
would be well below 


the 1995 level of RlObn. 

The overall index finished 
19.0 higher at 6,975.0 as 
industrials added 6.6 to 
&293.1. Golds picked np 7.9 
to 1,358.3, in spite of a 
straggling bullion price. 
Turnover was a hefty 
R963m. 

Some stocks, particularly 
in the financial sector, had a 
good day, taking the sec- 
toral index up to a fifth con- 
secutive closing high. 

Among the blue chips. 
Anglo was 500 cents higher 
at R268 and SA Breweries 
put on 125 cents to R133.75. 
Liberty Life dropped 50 
cents to R130 and Stanbic 
lost 125 to R188.75. 


Weak futures and continued 
selling in the property sector 
dragged HONG KONG down 
1.4 per cent as investors also 
took fee view that last 
week's rally had been over- 
done. 

The Hang Seng index fell 
189.33 at 13,454.21 in turn- 
over of HK$7.6bn as some 
investors interpreted fee 
strength of the US dollar 
against the local currency as 
an indication feat some for- 
eign funds were leaving fee 
Hong Kong market 

Analysts noted that Febru- 
ary Hang Seng index futures 
closed 180 points lower at 
13,380, a substantial discount 
to the cash market 

Property stocks remained 
under pressure in the face of 
the Hong Kong Monetary 
Authority's recommendation 
to limit mortgage lending for 
luxury properties. Sun Hung 
Kai Properties tumbled 
HKS2.75 to HK $88.25 and 
Henderson Land fell HK$1.50 
to HK$7D.OO. 

Among the blue chips. 
HSBC Holdings fell HK$250 
to HK$187 and Hang Seng 
Bank slumped HK$2 to 
HK$9L50. 

Oriental Metals, up 17.8 
per cent on Monday, rose 
another 17’A . cents to 
HKS2.245 as the company 
said it was unaware of any 
reason for the surge. 

TAIPEI set out to prove 
that there was still life in 
the pre-holiday rally, bring- 
ing in the Year of the Ox 
with the weighted index up 
63.59 at a six-year high of 
7,410.47. 

It was fee sixth consecu- 
tive rise for the index. Elec- 
tronics led the gains on 
hopes for high dividends, 
with Asustek and Inventec 
both limit up, T$22 higher at 
T$347 and T$14 better at 
TS223 respectively. 

Analysts had predicted 
that Asustek 's earnings per 
share for 1997 would exceed 
TS30 and that Inventec 
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would surpass T$20. After 
the close, Taiwan Semicon- 
ductor, Taiwan’s top chip- 
maker. announced a 29 per 
cent jump in 1996 net profits 
after a rise of 50 cents to 
T$58 on the session. 

BOMBAY closed near fee 
day’s best levels on continu- 
ing speculation feat fee 
February 28 budget would 
include market-friendly mea- 
sures. 

The BSE-30 index rose 
58.72 or 1.7 per cent to 
3,502.27 in largely domesti- 
cally driven trade. 

Some funds were keen 
buyers of cement stocks in 
anticipation of incentives 
thought likely to be given to 
the industry. 

ACC. fee cement maker, 
rose Rs80.75 or 5.8 per cent, 
to Rs 1,465. Gujarat Ambqja 
Cement, which last week 
announced a 20 per cent rise 
in net profit for the first 
half, ending December 1996. 
jumped Rs9.2S or 3.8 per cent 
to Rs253.25. 

SYDNEY held up rela- 
tively well, given the dip in 
the Dow and weaker base 
metals prices. Domestic 
investors focused on forth- 
coming interim results and 
the All Ordinaries index 
spent most of the day in a 
six-point trading band before 
it closed 1.7 higher at 2.448.1, 
in turnover of A$624m. 

However, there was light 


and shade. At the dark end 
of the day’s spectrum fee 
gold hope. Helix Resources, 
dropped 25 per cant after it 
released more d rilling 
results from its Tlmkilli a 
prospect in the Gawler Cre- 
tan region of South Austra- 
lia. The results ware seen as 
disappointing, but brokers 
noted that the shares had 
come up from a low of only 
27 cents last year. 

Among the majors. Bank 
of Melbourne fell 25 emits to 
AS8.65 after flat first-half net 
profits and Commonwealth 
Bank, with first-half results 
due today, foil 17 cents to 
A$1&5Q after a record-break- 
ing run; but fee rural and 
energy group, Wes formers, 
climbed 25 cents to A$S.65, 


TOKYO was dosed for National Foundation Day. This did 
not stop Mr Eisuke Sakakfbara, director of fee interna- 
tional finance bureau of the Japanese Ministry of Finance, 
from saying the ailing market had "gone a bit too for" 
in an interview with a Japanese daily newspaper. Mr 
Sakakibara was dabbed "Mr Yea" by fee media last year 
for his efforts to halt the Japanese currency's rise. 

In London yesterday, however, dealers were not 
impressed and the ISE/Nikkei 50 index fell 1.19 to 1,379.92. 


after Monday's first half 
operating profit gain of 48 
per cent, and a higher 
interim dividend. 

SEOUL moved ahead for a 
sixth straight session on fee 
back of foiling interest rates, 
as shares of mining compa- 
nies took centre stage after 
news that a mining region 
would be developed as a 
resort The composite index 


ended 3.64 points higher at 
713.43. 

The Ministry of Construc- 
tion and Transportation said 
feat Won2,540bn would be 
invested by 2005 to develop a 
coal mining region in Kang- 
won Province into a leisure 
town, including ski trails, 
hotels and golf courses. 

Dang Wan, the coal miner, 
rose Won3,800 to its daily 


limit of Won52,400 and Dae- 
sung Resources added up 
Won7,700 to Weml07ibb0. 
Young Poong Mining, and 
Construction, a gold jhiaeiy 
went up Won3, 200. to- 
Won47.300. 

Samsung Electronics rose 
WonSOO to Won54.700 oh 
expectations of a recovery in - 
the recently weak shares. 

SINGAPORE was broadly 
firm although a spate of 
profit-taking in index' stocks 
late in the day sent the 
5 traits Times Industrials 
index down from a high _dt 
2,211.79 to close &34 weaker 
at2.197.05. 

• Among markets closed 
yesterday were KualA Lam- 
pur, Jakarta, Karachi, 
Shanghai an| i Shenzhen. 
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The FT/S&P Actuaries; World Indteas are owned by FTSE International Limttad, Goldman. Sachs S Co. and Standard & Poor's. The Irxflces are compiled by FTSE 

International and Standard & Poor's m conjunction with the Faculty oS Actuaries and the institute ot Actuaries. NatWest Securtttos Ltd. was a co-founder at the tadlcas. 
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Austrafla (76). 

—2132Q 

-08 

183.51 

165.53 

183.60 

187^3 

-0.1 

4.07 

214.83 

19020 

16028 

186.77 

18749 

224.61 

188.44 

197S6 

Austria CM) 

184.79 

14 

167.72 

14347 

159.14 

159.08 

05 

1S3 

182.18 

166.38 

143.55 

15038 

158 JO 

195.04 

174.70 

186S7 

Befgkre (20). — 

— £32-24 

1JJ 

210.79 

180.32 

200.01 

195.76 

0.1 

3.30 

22939 

209.95 

181.14 

199S5 

195.53 

233.47 

203.64 

212-09 

Brazil (28) 

224.14 

Oil 

20343 

174.02 

193012 

432.04 

-0.0 

141 

224,07 

204.84 

176.56 

194.80 

432.04 

224.14 

147.48 

166.73 

Canada (114) _ 

isa 39 

-0.3 

18007 

154.03 

170.85 

194.12 

-0.1 

1.90 

196.97 

18!. 71 

156.78 

17227 

194 Jfi 

201.62 

153.61 

157.84 

Danmark (32) 

369.13 

1JJ 

335.04 

286.80 

317.69 

316.93 

-0.1 

isa 

365.04 

333.92 

288.11 

317.87 

317.12 

369.13 

291.30 

30222 

Finland (2B) 

282.79 

1.6 

233.52 

20404 

22032 

270.71 

07 

IS 4 

258.63 

23620 

203.79 

224.84 

268.84 

262.79 

174.47 

182.38 

France (92) 

222 ua 

03 

201 .57 

17243 

191 .ze 

194.75 

-0.1 

2.52 

22018 

201X6 

173.49 

19141 

194S7 

222.06 

163.15 

163.15 

Germany (59) 

194.01 

24 

17091 

151.34 

16768 

187^6 

14 

1.48 

190 37 

173.88 

15000 

IffiSO 

166.50 

194.91 

16447 

168.77 

Hong Kong (5S) 

„.soojaa 

-0.8 

454.71 

38097 

43144 

40024 

-08 

3.12 

501.85 

461.08 

397S0 

43089 

502.15 

514.48 

402.53 

44026 

Indonesia (27) 

__^4as8 

-O.l 

224.15 

191.74 

212JS8 

36042 

0.0 

148 

247.11 

22528 

194.72 

2T4.63 

36042 

- 

- 

- 

Ireland ( 16 ) 

-339^5 

2.1 

30645 

28056 

292.67 

29080 

12 

3JJ7 

332.73 

303.57 

282.18 

26SJ6 

295 J2 

33924 

254.35 

255.85 

Italy (58) 

95J2 

-04 

8842 

7093 

S2.00 

115.70 

-OS 

1S1 

95S3 

87S4 

75.35 

83.14 

116S0 

96.32 

70S! 

8020 

Japwi (480) 

112.04 

2.8 

101 .69 

8089 

9649 

8099 

1.1 

090 

109.16 

99 SB 

86.01 

94 SO 

88.01 

164.68 

109.16 

152.73 

Mi*iy8fci (107) 

.-..-635.22 

0J 

S78S5 

49320 

547JJ4 

60631 

0.0 

1.02 

633 29 

57845 

499.08 

550S4 

608.31 

63522 

511.96 

514.16 

Maxico {57} 

_ 1344.64 

0i7 

122044 1044,01 1157JB1146&50 

0.7 

096 

133542 1219.50 1052^6 116095 J1382S9 1364JJ2 1048.55 1159S6 

Nethertaxl (19)- — - 

— 33542 

0^ 

30444 

26043 

28088 

284.76 

-Ol 

2.80 

332.44 

303.60 

261.95 

289.00 

284S1 

336.15 

27425 

27552 

New Zealand (14) 

.88.09 

02 

79^5 

6040 

75^6 

BO» 

oo 

4.08 

87.92 

80 JO 

6928 

7644 

68 JS 

BS.60 

75S4 

79.41 

Norway (41) 

.__J1434 

-02 

28522 

243.89 

270.62 

279.79 

-04 

l.6l 

31036 

28801 

24849 

274.16 

281.01 

319S7 

23022 

23082 

fflBppineS (2Z) 

,.„^ia94 

. os 

19148 

163.78 

16146 

277.00 

03 

0.62 

Z10S1 

192.07 

165.72 

182S3 

276.12 

- 

- 

- 

Slngapoe f43J 

431.78 

0.4 

391.80 

335 24 

371 M 

280 2Q 

08 

098 

42925 

392.ES 

338,78 

373.78 

2B0S6 

460.60 

37128 

449.90 

South Africa (44) 

— 357-20 

Z2 

32421 

27724 

307^2 

343.87 

IS 

226 

349.45 

319.14 

275J5 

303.79 

338.93 

428.32 

30149 

42822 

Spain (35).. - _ 

— 218.42 

09 

19855 

189.59 

168.10 

231^1 

0.0 

2.70 

21648 

197.71 

1 70.58 

1BO20 

231 SI 

2ZB.16 

16126 

104,61 

Sweden (50)™~ 

„..431J8 

2J 

39135 

334^4 

371.51 

488.44 

1.3 

1.90 

421 S4 

384.98 

332.15 

36S48 

483-52 

43249 

31242 

314.42 



1.8 

22739 

19452 

216.75 

221.60 

06 

1.31 

24065 

22525 

1B4J5 

21442 

22048 

25424 

222.84 

222.64 

ThaSand (43 

.81.91 

-22 

74.34 

63.59 

7034 

8246 

-22 

415 

83.73 

76.47 

65S8 

72,79 

84.58 

18940 

B1.01 

168.12 

United Kingdom (211) _ 

281.81 

06 

256.78 

21060 

242.69 

255.78 

0.0 

3.72 

280.05 

255.77 

220.67 

24347 

255.77 

283.17 

224J8 

229.63 

USA (854) 

— J31933 

-0.5 

29002 

24008 

275.18 

319.53 

-OS 

1.87 

321.23 

2S3J7 

253.12 

27927 

321 S3 

32123 

254.79 

26724 

Americas (823) 

J292.61 

-OS 

26559 

227.19 

252.00 

24006 

-05 

1.95 

2S4S9 

266.58 

231.73 

25067 

247.28 

204S0 

233.09 

243.02 

Europe (726) — 

— 244.53 

1.1 

231.94 

189.86 

21059 

221.79 

03 

2S3 

24134 

22096 

10064 

21033 

22121 

244 S3 

201.66 

201.95 

Nordic (151) . 

37643 

1.7 

341.66 

292^7 

324.18 

353.48 

OS 

ISO 

370X8 

337.99 

291.61 

321.73 

350.70 

37043 

27BJ0 

27827 

Pacific Bash (873) 

13184 

15 

12148 

103.91 

11526 

103.08 

07 

1.40 

131S0 

12010 

103.62 

114.32 

102.35 

177.01 

131.50 

165.52 

Bro-PacifiC (1K9).™. 

-...179,9? 

1.4 

163.34 

139.73 

15456 

147.92 

0.5 

2.10 

177 S3 

162.13 

139.88 

154.33 

14725 

101 SI 

17640 

180.77 

North America (768) 

__3lZ23 

-05 

28139 

24242 

268.5S 

31126 

-05 

1-87 

313S6 

286.64 

247.31 

27285 

312.88 

313.91 

24065 

26048 

Europe Ex, UK (5i5)...._ 

-219.12 

15 

196.38 

170.13 

160.70 

19655 

0.4 

2.02 

21625 

197.50 

170.40 

18000 

1%.13 

219.12 

181.80 

18226 

Pacific Ex. Japan (393) . 

-.-314.32 

-04 

29029 

244.05 

27099 

27442 

-02 

2.69 

315.60 

28823 

248.60 

274J7 

275J6 

320.65 

268S7 

28720 

World Ex. US (181 3 

— 18358 

15 

166.72 

142.61 

158.16 

15083 

OS 

2,08 

181 24 

165.61 

142.69 

157.65 

15324 

13347 

177.71 

182 SB 

World Ex. UK (2255) 

— 221.7S 

04 

201.27 

172.17 

19097 

106.06 

0.0 

1.78 

220SS 

201.70 

174.02 

192.00 

196.12 

224.89 

199S8 

206.78 

World Ex Japan (1086). 

-.-285.38 

ao 

259.02 

221-57 

245.76 

273.64 

-02 

2.17 

28526 

260S2 

224.77 

247S9 

27424 

285.38 

233. ID 

23089 

The World Max p486)...._22S.87 

0 A 

205.91 

176.14 
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Network Europe. 

Competence that knows no boundaries. 



West LB, one of Germany's leading 
banks, is firmly established in the 
European market, with branches, 
subsidiaries and agencies through- 
out the Continent. 

Re Heeling We3tLB'a comma- 
men t. our teams of professoriate 
offer local knowledge and regional 
capabdnias. The Bank's customised 
services include advisory, tuning, 
capital market and strategic support 

WestLS has also expanded fur- 
ther afield and b now recognised as 
one of the world's leatfing whole- 


sale banka, covering commercial, 
investment and merchant banking 
activities. WestLS's network an owe 
us to offer our European efrems 
access to the world-wide resources 
and services of e global banking 
group. 

For further information please 
contact us m London. 

Corporate BankmgfFinanciaJ 

Insonitiona (+44)1714572188/2171 
Treasury (+44)171374 6881 

Derivatives (+44)171444 7777 

UK Equity sales (+44)1718603652 


















